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ABSTRACT 


This  thesis  analyzes  the  effect  of  military  service  on  the  civilian  earnings  of  veterans.  It  specifies 
and  estimates  log-earnings  models  to  obtain  the  impact  of  (1)  veterans  status,  (2)  transferability  of 
military-acquired  skills,  and  (3)  length  of  service.  Data  from  the  1992  Reserve  Components  Survey 
was  used  to  develop  a  matched  comparison  group  analysis  between  veterans  (reservists  with 
between  two  and  twenty  years  of  active  service)  and  nonveterans  (reservists  with  less  than  two  years 
of  active  service).  The  results  indicate  a  small  negative  effect  of  veterans  status  on  both  male  and 
female  veterans'  earnings.  When  examined  separately  by  branch  of  service,  male  Army  veterans 
suffered  earnings  penalties,  male  Navy  veterans  experienced  no  earnings  differentials,  and  male  Air 
Force  and  Marine  Corps  veterans  received  earnings  premiums.  Female  Navy  veterans  suffered 
earnings  penalties,  with  no  differentials  noted  for  female  veterans  of  the  other  branches.  Examining 
earnings  by  reserve  component  revealed  that  male  Army  Reserve,  Army  National  Guard,  Naval 
Reserve,  and  Air  Force  Reserve  members  received  earnings  penalties  with  no  differentials  noted  for 
Air  National  Guard  or  Marine  Corps  Reserve  veterans.  Veterans  of  all  services,  with  the  exception 
of  the  Army,  benefited  from  having  transferable  military  skills.  Length  of  active  duty  service  had  no 
significant  impact  on  veterans'  earnings. 
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I.  INTRODUCTION 


A.  THE  CONCERN  OF  POST  SERVICE  EARNINGS  OF  VETERANS 

The  primary  objective  of  this  thesis  is  to  examine  the  effects  of  military  service  on  the 
post-military  earnings  of  veterans.  Data  from  the  1992  DOD  Reserve  Components  Survey 
(RCS)  are  statistically  analyzed  to  determine  if  an  earnings  differential  exists  between 
veterans  and  comparable  non-veterans.  The  RCS  has  been  administered  twice,  once  in 
1986  and  again  in  1992  by  the  Defense  Manpower  Data  Center  (DMDC)  in  coordination 
with  the  Deputy  Assistant  Secretary  of  Defense  (Guard/Reserve  Manpower  and 
Personnel).  The  RCS  was  designed  to  create  a  cross-service  dataset  which  could  be  used 
to  study  the  impact  of  personnel  policies  on  service  members  and  their  families.1 

Prior  studies  on  this  topic  have  decomposed  military  service  into  its  various  elements, 
including  branch  of  service,  transferability  of  the  military  training  to  the  civilian  sector,  and 
length  of  service.  The  primary  focus  of  this  research  is  to  examine  each  of  these  three 
features  of  military  service  to  determine  the  separate  effect  of  each  on  post-military 
earnings  of  veterans. 

In  addition  to  the  background  on  one's  military  service,  the  1992  RCS  provides 
extensive  demographic  and  employment  information  on  each  respondent.  Demographic 
variables  examined  in  this  thesis  include  race,  number  of  children,  marital  status,  and  age. 
Civilian  information  includes  industry  and  occupation  of  employment,  weekly  hours 
worked;  plus  annual  and  weekly  earnings. 


1  Description  of  RCS  taken  from  Miller  (1991). 
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The  RCS  data  also  provides  the  basis  for  a  matched  comparison  group  analysis  that 
was  critical  to  this  thesis.2  The  research  design  consists  of  comparing  veterans 
(reservists  with  two  or  more  years  of  active  duty  service)  and  nonveterans  (reservists  with 
less  than  two  years  of  active  duty  service).  The  nonveterans  are  matched  in  the  sense  that 
both  groups  belong  to  the  reserves.  To  conduct  a  matched  comparison  group  analysis, 
RCS  data  was  used  to  provided  a  homogenous  sample.  The  first  advantage  RCS  provides 
in  creating  this  sample  is  a  control  for  selection  bias  (both  self  selection  and  systematic 
selection  by  the  military).  Self  selection  bias  is  controlled  because  reservists  are 
individuals  who  have  similar  tastes  for  the  military  thus  minimizing  the  problem  that  is 
normally  encountered  with  other  data  when  comparing  veteran  to  nonveteran  civilians. 
Administrative  bias  is  controlled  in  a  similar  way.  All  reservists  must  meet  common 
screening  standards  that  makes  them  eligible  to  serve  on  active  duty.  Additionally,  all 
reservists  share  a  common  willingness  to  commit  to  long-term  contracts,  a  trait  that 
further  supports  a  homogenous  sample.  The  RCS  data  also  eliminates  self-disclosure 
problems  of  true  veteran  status.  In  other  survey  data,  it  may  not  be  possible  to  prove  if 
someone  is  truly  a  veteran.  One  additional  advantage  in  using  RCS  data  is  its  large  sample 
size;  36,335  reservists  responded  to  a  147-question  survey  that  provided  a  large  amount 
of  data  in  a  variety  of  topics. 

Multiple  regression  models  are  developed  to  explain  differences  in  the  civilian  earnings 
of  veterans  and  non-veterans.  The  earnings  variable  is  measured  three  different  ways:  as 

2  Details  on  the  RCS  and  a  matched  comparison  group  analysis  are  detailed  in  Chapter  III  and  are  based 
on  the  discussion  in  Hirsch  and  Mehay  (1997),  and  Mehay  and  Hirsch  (1996). 
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annual  income,  weekly  earnings,  and  hourly  wages.  Several  specifications  of  the  basic 
earnings  model  are  run  for  each  of  the  three  earnings  categories.  Annual  income  includes 
all  labor  earnings  for  the  year  plus  all  non-labor  income.  Weekly  earnings  and  hourly 
wages  are  based  on  income  and  hours  worked  at  a  main  civilian  occupation  only.  The 
reason  for  separating  the  earning  models  into  three  categories  is  to  capture  any  differences 
in  annual,  weekly,  or  hourly  earnings,  and  in  hours  worked.  A  separate  analysis  is 
conducted  for  both  males  and  females  using  the  same  regression  models.3  Also,  the  models 
estimate  the  effect  of  veterans  status  by  reserve  component  to  determine  whether  there  are 
systematic  differences  between  veterans  and  nonveterans  who  serve  in  each  reserve 
component. 

Active  duty  members  are  periodically  faced  with  deciding  between  continuing  their 
military  careers  or  pursuing  private  sector  employment.  Bryant  and  Wilhite  (1990)  argue 
that  a  common  belief  is  that  military  service  provides  a  "veteran's  premium"  after  one 
leaves  active  duty.  Other  researchers  argue  the  premium  is  the  product  of  enhanced 
productivity  skills  and  enlistment  screening  methods  that  send  positive  signals  to 
employers.  Alternatively,  Bryant  and  Wilhite  explore  the  possibility  that  veterans  status 
can  have  a  negative  impact  on  earnings,  depending  on  the  socio-economic  background  of 
the  veteran.  In  the  same  study,  Bryant  and  Wilhite  conclude  that  the  pure  effect  of  time  in 
service  tends  to  reduce  the  wages  earned  during  the  early  years  of  civilian  worklife.  It  is 
easy  to  see  how  service  members  can  make  misinformed  career  (stay/leave)  decisions  if 


3  A  detailed  description  of  the  regression  models  and  explanatory  variables  is  provided  in  Chapter  III. 
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they  do  not  know  how  military  service  truly  affects  their  post-military  earnings  prospects. 

Many  new  entrants  are  also  concerned  about  the  effect  of  military  service  on  their 
potential  future  civilian  earnings.  According  to  Mangum  and  Ball  (1987),  30  percent  of 
the  males  who  enlisted  in  the  military  cited  "training  opportunities"  as  their  prime 
motivation  for  joining.  Assuming  a  recruit  is  qualified,4  his/her  knowing  in  advance  what 
military  training  is  most  transferable  to  the  private  sector  could  result  in  a  better  recruit/ 
occupation  match.  Other  benefits  of  proper  matching  include  improved  worker  morale, 
higher  motivation,  and  increased  productivity.  Intuition  suggests  recruits  choosing 
military  occupations  offering  the  best  potential  for  post-military  employment  will  likely  be 
better  students  and  therefore  more  productive  workers. 

The  same  concerns  of  recruits  when  choosing  employment  in  the  military  versus  the 
civilian  sector  also  apply  to  the  choice  of  branch  of  service  to  join:  that  is,  which  service  is 
the  most  personally  beneficial?  Prior  studies  on  the  effect  of  military  service  have  focused 
heavily  on  training  and  skill  transferability.  One  study  concluded  a  wage  penalty  exists  for 
general  military  service,  but  if  certain  military  job  skills  were  transferable  to  the  civilian 
labor  market  then  the  negative  effect  could  be  offset  (Bryant,  Samaranayake,  and  Wilhite, 
1993).  An  earlier  study  by  Bryant  and  Wilhite  (1990)  found  a  wage  penalty  for  Army  and 
Marine  Corps  veterans  with  training  having  no  offsetting  effect.  They  also  determined 
Navy  service  carries  a  wage  penalty,  but  can  be  offset  by  training.  The  Air  Force  was  the 
only  service  to  have  both  a  positive  wage  and  training  effect  on  post-military  earnings. 

4  Qualified  is  typically  determined  by  AFQT  scores  and  education  level. 
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This  type  of  information  can  be  useful  to  recruits  who  are  truly  concerned  about  their 
future  careers. 

Some  of  the  major  DOD  policies  that  are  affected  by  post-military  earnings  include 
retention,  recruiting,  and  training.  As  mentioned  previously,  active  duty  service  members 
are  interested  in  post-military  earnings  when  making  a  career  choice,  so  it  is  equally 
important  for  retention  policy  makers  to  have  the  same  knowledge.  A  large  part  of 
retention  policy  involves  the  use  of  Selective  Reenlistment  Bonuses  (SRB's)  and  the 
estimation  of  civilian  earning  differentials  of  veterans  and  nonveterans.  In  a  sense,  the 
SRB  is  a  retention  tool  designed  to  offset  earning  differentials  that  cause  service  members 
to  leave  the  military.  According  to  Cymrot  (1987),  the  SRB  amount  and  potential  civilian 
earnings  of  veterans  are  primary  considerations  in  the  reenlistment  decision.  Establishing  a 
cost-effective  and  efficient  retention  program  depends  heavily  on  proper  SRB  amounts 
and  knowledge  of  post-military  earnings  of  veterans. 

Service  recruiting  commands  can  use  wage  differential  information  as  enticements  to 
new  entrants.  Recruiting  commands  can  focus  on  the  positive  effects  of  military  service 
by  emphasizing  the  benefits  of  free  training  and  the  learning  of  life-long  career  skills.  The 
military  and  new  entrants  can  also  use  this  information  to  facilitate  a  better 
recruit/occupation  match. 

Developers  of  military  training  programs  have  the  same  basic  concerns  as  in  recruiting 
and  retention;  that  is,  balancing  the  needs  of  the  military  with  the  desires  of  the  recruits. 
Though  the  military  does  not  exist  for  the  purpose  of  training  citizens  for  future  civilian 
employment  (Mangum  and  Ball,  1987),  it  may  provide  veterans  with  a  higher  stock  of 
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human  capital  that  augments  their  civilian  earnings  potential  (Bryant  and  Wilhite,  1990). 
By  carefully  demonstrating  how  military  training  can  be  relevant  in  civilian  careers,5 
commands  can  use  information  discovered  from  this  type  of  research  to  motivate  students 
to  study  harder  and  become  more  productive  workers. 

As  the  military  continues  to  downsize,  more  and  more  veterans  will  enter  the  civilian 
labor  force.  If  a  wage  differential  exists  in  favor  of  non-veterans  (a  wage  penalty  for 
military  service),  then  more  assistance  can  be  provided  to  veterans  to  assist  their  transition 
to  the  civilian  labor  market.  For  example,  the  role  of  DOD's  Transition  Assistance 
Program  (TAP)  could  be  expanded  to  include  job  placement  assistance.  Finally,  the  effect 
of  military  service  on  minorities  has  been  a  long  standing  concern  of  government  policy 
makers.  It  is  especially  important  to  know  if  wage  differentials  exists  for  minority  veterans 
and  to  determine  if  it  is  the  result  of  military  service. 

B.  ORGANIZATION  OF  THE  STUDY 

Chapter  II  contains  the  general  and  specific  background  research  that  has  been 
conducted  on  the  topic  of  military  service  and  its  effects  on  veterans'  post-military 
earnings.  Chapter  III  describes  the  data,  methodology,  model,  and  variables  used  in  the 
analysis.  Chapters  IV,  V,  and  VI  present  the  findings  of  the  analysis  for  males,  females, 
and  Reserve  Components,  respectively.  Chapter  VII  provides  conclusions  and 
recommendations  based  on  the  results  of  Chapters  IV,  V,  and  VI. 


5  The  goal  is  to  motivate  students,  but  the  major  emphasis  should  be  placed  on  the  relevance  of  training 
in  military  versus  civilian  applications. 
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II.  LITERATURE  REVIEW 


A.  BACKGROUND 

Prior  studies  have  typically  focused  on  several  key  issues  in  an  attempt  to  determine 
the  effects  of  military  service  on  the  civilian  earnings  of  veterans.  One  issue  has  been  the 
effect  of  military  service  in  certain  eras.  Specifically,  the  effects  of  serving  during  World 
War  II,  the  Korean  Conflict,  the  Vietnam  War,  and  the  post- 1973  All  Volunteer  Force 
(AVF)  period  are  commonly  analyzed  to  determine  what  impact  they  have  on  post-service 
earnings.  This  thesis  examines  veterans  from  the  period  of  1971  through  1991 . 

Another  key  objective  in  prior  research  has  been  to  determine  the  "pure"  effect  of 
military  service  on  the  civilian  earnings  of  veterans.  Military  service  has  been  broadly 
defined  and  opened  to  many  interpretations  by  numerous  research.  However,  most  studies 
have  commonly  decomposed  military  service  into  two  distinct  components:  1)  military 
training,  and  2)  military  experience.  The  primary  concern  with  military  training  has  been 
its  transferability  to  the  private  labor  market:  that  is,  how  general  is  the  training?  The 
second  component  of  military  service  is  related  to  military  experience.  It  is  commonly 
believed  military  experience  imparts  leadership  skills,  personal  maturity,  and  responsibility. 
Bryant  and  Wilhite  (1990),  et  al.,  for  analysis  purposes,  measure  military  experience  by 
length  of  service  and  branch  of  service;  the  analysis  in  this  thesis  also  defines  military 
experience  the  same  way.  The  third  major  issue  commonly  examined  in  determining 
veteran-nonveteran  civilian  earnings  differentials  is  differences  in  the  military  experience 
by  demographic  groups.  It  is  important  to  determine  whether  military  experience  differ  by 
demographic  variables  such  as  race,  age,  education,  and  marital  status. 
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There  are  other  important  issues  surrounding  the  topic  of  how  military  service  prepares 
veterans  for  post-service  employment.  One  valid  and  strongly  supported  theory  that 
suggests  a  positive  effect  of  veterans  status  is  the  "bridging  environment."  The  concept  of 
a  "bridging  environment"  implies  that  the  military  service  provides  a  supporting  link  for 
veterans  in  preparing  them  for  the  civilian  labor  market.  Finally,  the  topic  of  investment 
in  human  capital  is  extremely  relevant  and  is  the  basis  for  the  regression  model  used  in  this 
research.  The  remaining  sections  of  this  chapter  explain  in  greater  detail  each  of  these 
issues  and  their  relevance  to  this  thesis. 

B.  SERVICE  DURING  DIFFERENT  ERAS 

As  mentioned  early  in  the  chapter,  a  widespread  interest  has  existed  since  WWII  in 
determining  what  effect  serving  in  different  eras  has  had  on  the  post-military  earnings  of 
veterans.  Several  studies  conducted  on  the  WWII  and  Korean  Conflict  eras  revealed  that 
a  positive  earnings  differential  existed  for  veterans.  The  studies  generally  found  that 
veterans  from  both  eras  had  an  earnings  advantage  of  3  to  12  percent  in  their  civilian 
occupations  (Mangum  and  Ball,  1989).  Of  note,  however,  the  military  wage  premium  has 
steadily  declined  since  WWII  up  through  1985  (Bryant,  Samaranayake,  and  Wilhite, 

1993). 

Perhaps  the  most  studied  era  is  the  Vietnam  War.  Studies  on  the  Vietnam  era  have 
revealed  different  findings  on  the  true  effect  of  military  service  on  the  civilian  wages  of 
veterans.  Some  researchers  suggests  that  a  small  wage  penalty  exists  for  white  veterans 
and  a  premium  for  black  veterans  (Hirsch  and  Mehay,  1997).  According  to  Mangum  and 
Ball  (1989),  Vietnam  veterans  incur  a  19  percent  wage  penalty  in  the  civilian  labor  market. 
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Further  research  findings  on  Vietnam  veterans  utilizing  different  data  suggests  only  a  2 
percent  earnings  penalty  exist  (Berger  and  Hirsch,  1983).  Two  things  are  consistent  on  all 
research  on  the  Vietnam  era;  it  was  a  unique  period  in  the  history  of  American  society,  and 
for  the  first  time  since  WWII  military  service  had  a  broad,  negative  effect  on  veterans' 
status  in  the  labor  market. 

The  post- 1973  AVF  period  has  also  received  a  lot  of  attention.  The  AVF  veterans 
were  perhaps  the  most  studied  group  where  the  distinction  was  made  between  military 
experience  (length  and  branch  of  service)  and  military  training  to  determine  their  separate 
effect  on  the  post-service  earnings  of  veterans.  A  common  finding  has  been  that  military 
experience  during  the  AVF  period  typically  has  a  negative  impact  on  post-service  earnings 
of  veterans  but  could  be  offset  by  military  training  if  the  training  is  transferable  to  a  civilian 
occupation  (Bryant  and  Wilhite,  1990;  Bryant,  Samaranayake,  and  Wilhite,  1993; 

Mangum  and  Ball,  1989). 

C.  MILITARY  TRAINING 

According  to  Bryant  and  Wilhite  (1990),  military  training  exerts  a  positive  influence  on 
the  civilian  wages  of  veterans  and  depending  on  the  length  of  service  relative  to  the  length 
of  military  training,  the  veteran  can  have  a  relative  advantage  over  the  nonveteran.  There 
are  also  possible  negative  effects  of  military  training.  Bryant  and  Wilhite  (1990)  argue  if 
military  training  is  too  specific  or  very  little  training  has  been  received  it  may  be  of  limited 
value  in  the  private  market.  There  is  little  doubt  that  the  armed  forces  provide  training  for 
a  variety  of  skills  and  if  those  skills  are  transferable  to  the  private  sector,  one  should 
expect  higher  wages. 
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Identifying  what  military  training  is  transferable  to  civilian  jobs  is  a  critical  step  in 
understanding  its  effect  on  veteran  wages.  Magnum  and  Ball  (1989)  state  that  a  prime 
concern  in  determining  transferability  is  equivalence.  Equivalence  refers  to  military  and 
civilian  training  programs  that  teach  very  similar  or  identical  skills.  They  discovered  that 
only  45  to  50  percent  of  veterans  used  their  military  training  in  civilian  occupations,  very 
similar  to  the  transfer  percentages  in  civilian  training.  Magnum  and  Ball  also  support  the 
findings  of  Bryant  and  Wilhite  (1990)  that  additional  training  relative  to  length  of  service 
will  increase  civilian  wages  of  veterans.  An  1 1 .8  percent  increase  in  wages  (for  non- 
retired  veterans)  occurred  for  each  additional  year  of  military  training,  if  the  civilian  job 
was  similar  to  the  military  occupation. 

Finally,  Hirsch  and  Mehay  (1997),  using  data  from  the  1986  RCS,  found  that  the 
transfer  of  military  training  and  skills  produces  positive  civilian  returns,  regardless  of  the 
branch  of  service.  However,  they  determined  that  only  17  percent  of  AVF  veterans 
transferred  their  military  occupations  to  the  civilian  sector,  a  significantly  smaller 
percentage  than  in  Magnum  and  Ball  (1989).  In  Hirsch  and  Mehay,  the  transfer  rates  by 
service  were  21.2  percent  for  the  Navy,  14.2  for  the  Air  Force,  9.2  for  the  Marine  Corps, 
and  8.7  for  the  Army. 

D.  MILITARY  EXPERIENCE 

Much  of  the  previous  research  examining  the  effects  of  military  service  on  veterans 
wages  did  not  make  the  distinction  between  the  separate  effects  of  military  experience  and 
military  training.  More  recent  studies  have  specifically  addressed  the  impact  of  military 
experience  by  separately  examining  two  aspects  of  military  service:  (1)  length  of  service. 


10 


and  (2)  branch  of  service  (Bryant  and  Wilhite,  1990).  Unlike  military  training,  military 
experience  alone  generally  has  been  found  to  have  a  negative  impact  on  civilian  wages  of 
veterans.  Bryant  and  Wilhite  (1990)  state  that  after  controlling  for  several  social, 
economic  and  demographic  characteristics,  time  in  the  military  appears  to  reduce  the  wage 
earned  during  the  early  years  of  civilian  worklife.  Their  overall  implication  is  that  the 
longer  a  veteran  remains  on  active  duty  the  greater  the  wage  differential  will  against  them. 
Bryant  and  Wilhite  (1990)  also  state  that  veterans  of  the  Army,  Navy,  or  Marine  Corps  are 
at  a  relative  disadvantage  compared  to  Air  Force  veterans.  They  also  discovered  that  if 
military  training  is  transferable,  it  can  sometimes  offset  the  negative  effect  of  serving  in  a 
particular  branch  of  service.  Additionally,  Bryant  and  Wilhite  found  that  military  service  in 
the  Army  and  Marine  Corps  adversely  affected  veterans'  earnings  and  military  training  did 
little  to  offset  the  negative  effect  of  experience.  Navy  experience  also  negatively  impacted 
wages  but  was  offset  by  Navy  training.  Finally,  for  Air  Force  veterans,  both  the  time 
spent  and  their  training  positively  affected  wages. 

Findings  from  other  studies  on  the  effects  of  military  experience  parallel  that  of  Bryant 
and  Wilhite  (1990).  In  Magnum  and  Ball  (1989),  they  cite  findings  from  other  studies 
that  reveal  veterans  with  20  or  more  years  of  service  typically  earn  between  14  to  25 
percent  less  than  non-career  veterans. 

E.  DEMOGRAPHICS 

In  addition  to  the  effects  of  military  service,  demographic  information  is  equally 
important  in  studies  dealing  with  issues  of  veterans;  its  use  adds  a  valuable  dimension  to 
any  research.  The  use  of  demographic  information  is  critical  for  many  reasons.  According 
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to  Bryant  and  Wilhite,  (1990)  along  with  military  service,  a  veteran's  employment  status  is 
largely  dependent  on  his/her  socio-economic  background.  Prior  studies  on  veterans'  post¬ 
military  earnings  have  typically  included  such  demographic  variables  as  race,  gender, 
education,  age,  marital  status,  number  of  children,  civilian  occupation,  and  industry  code 
in  the  earnings  model. 

Nearly  every  study  conducted  on  the  post-service  earnings  of  veterans  differentiates 
the  effect  of  military  service  between  black  and  white  veterans.  Research  findings  on  the 
effects  of  race  on  post-service  earnings  of  veterans  are  generally  consistent  and  typically 
reflect  a  positive  effect  for  blacks  when  compared  to  whites  (Berger  and  Hirsch,  1983) 
(Bryant  and  Wilhite,  1990).  Berger  and  Hirsch  (1983)  et  al,  conclude  that  black  veterans 
have  universally  done  better  than  black  nonveterans  even  during  the  Vietnam  era  where 
veteran  status  had  an  overall  negative  effect  on  post-service  earnings.  Bryant, 
Samaranayake,  and  Wilhite  (1993),  also  found  that  AVF  veterans  suffer  a  wage  penalty 
but  that  the  penalty  is  larger  for  whites  than  nonwhites.  One  study  (Hirsch  and  Mehay, 
1997)  found  that  white  male  Vietnam  veterans  suffered  a  small  earnings  penalty  when 
compared  to  male  nonveterans  of  the  same  era,  whereas  nonwhites  earned  a  small  earnings 
premium.  Hirsch  and  Mehay  go  on  to  say  that  during  the  AVF  period  the  trends  reversed 
where  white  veteran  earning  differentials  became  less  negative  and  nonwhite  veteran 
earning  premiums  less  positive. 

Conclusions  about  the  effect  of  race  and  military  service  on  veterans  wages  varies 
mostly  by  the  eras  examined  and  data  sources  used.  In  an  effort  to  continue  the  same 


12 


research,  this  thesis  utilizes  more  current  data  (the  1992  RCS)  to  determine  the  effect  of 
military  service  on  of  the  post-service  earnings  of  AVF  veterans  by  race. 

Gender  is  also  an  ongoing  topic  of  interest  for  government  policy  makers  and  only  a 
few  studies  have  been  conducted  on  female  veterans.  The  effects  of  gender  and  military 
service  on  post-service  earnings  of  female  veterans  is  important  for  several  reasons.  As 
the  pool  of  qualified  male  enlistees  declines  more  women  will  be  sought  to  fill  the  needs  of 
the  military.  Additionally,  more  occupations  in  the  military  are  opening  up  to  women 
increasing  the  demand  for  women.  The  end  result  of  having  more  women  in  the  military 
is  that  eventually  there  will  be  more  female  veterans  entering  the  civilian  labor  pool. 
According  to  Bryant  and  Wilhite  (1990)  in  a  study  on  post- Vietnam  veterans,  females 
earned  27  percent  less  than  their  male  counterparts.  Research  conducted  by  Mehay  and 
Hirsch  (1996)  on  the  post  military  earnings  of  female  veterans,  find  that  female  veterans 
possess  a  higher  level  of  measured  earnings  endowments  than  do  nonveterans.  However, 
in  the  same  study,  white  female  veterans  were  found  to  have  a  sizable  wage  disadvantage 
when  compared  to  their  nonveteran  counterparts.  The  most  favorable  finding  for  white 
women  Mehay  and  Hirsch  could  find  was  that  time  spent  in  the  military  has  a  value 
equivalent  to  time  spent  in  the  civilian  labor  market.  Additionally,  wage  differentials  for 
nonwhite  women  were  more  favorable  than  for  white  women. 

As  the  percentage  of  women  in  the  military  continues  to  increase,  it  is  important  that 
further  research  continue  on  the  post-service  earnings  of  female  veterans.  Successful 
recruiting  efforts  will  depend  heavily  on  the  positive  perception  that  the  military  will 
provide  useful  post-military  job  skills  for  female  enlistees.  The  same  concerns  exist  when 
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women  leave  the  military.  Appropriate  adjustments  can  be  made  in  regards  to  offering 
women  more  military  training  and  job  opportunities  as  well  as  providing  them  more 
assistance  in  locating  civilian  employment. 

Education  is  a  variable  that  provides  several  useful  pieces  of  information.  It  is  used 
primarily  a  screening  device  for  new  entrants  into  the  military.  Recruits  who  are  high 
school  graduates  are  thought  to  have  the  character  that  is  required  to  fulfill  an  enlistment 
contract;  someone  who  will  stick  with  the  program  and  not  quit  early.  According  to 
Cooke  and  Quester  (1992),  recruits  who  are  high  school  graduates,  have  high  test  scores, 
and  entered  the  Navy  through  the  Delayed  Entry  Program  have  substantially  better  success 
adapting  to  Navy  life  than  do  other  recruits.  Education  is  highly  encouraged  in  the 
military  because  it  is  perceived  as  an  investment  in  the  stock  of  human  capital.  Several 
studies  on  the  effects  of  education  on  post-service  earnings  of  veterans  have  resulted  in 
mixed  findings.  According  to  Bryant  and  Wilhite  (1990),  additional  education  provides 
positive  wage  premiums  for  veterans.  When  comparing  veterans  and  nonveterans 
however,  Berger  and  Hirsch  (1983)  and  Bryant,  Samaranayake,  and  Wilhite  (1993),  find 
that  high  school  dropouts  have  the  largest  positive  earnings  differential.  In  fact,  they  find 
that  veterans  with  high  school  diplomas  or  college  experience  suffer  a  wage  penalty  when 
compared  to  nonveterans.  It  is  not  likely  that  higher  education  is  the  cause  for  the  wage 
penalties.  Perhaps  a  better  explanation  is  the  veteran's  lack  of  work  experience  in  the 
chosen  field  of  education.  A  veteran  who  enters  a  civilian  job  (that  higher  education  has 
prepared  him/her  for)  with  limited  work  experience  may  start  behind  his/her  civilian 
counterparts  in  terms  of  lower  wages. 
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Marital  status  is  a  common  focal  point  for  research  on  veterans.  According  to  Hirsch 
and  Mehay  (1997),  married  male  veterans  experience  a  larger  civilian  wage  premium  than 
married  nonveterans.  Mehay  and  Hirsch's  (1996)  study  of  post-military  earnings  of 
women  veterans,  find  that  married  female  veterans  do  worse  than  married  nonveterans. 
Schwartz  (1983)  finds  that  married  male  Korean  Conflict  veterans  do  have  a  higher 
civilian  wage  premium  than  married  male  nonveterans.  He  also  discovers,  however,  the 
opposite  is  true  for  married  Vietnam  veterans.  Bryant  and  Wilhite's  (1990)  study  of  AVF 
veterans  finds  that  being  married  has  a  distinct  earnings  advantage  over  being  single, 
separated,  or  divorced.  In  Miller's  thesis  (1991),  she  universally  finds  that  marriage  has  a 
positive  impact  on  the  post-service  earnings  of  veterans  from  the  AVF  period.  Marital 
status  is  a  revealing  statistic  for  both  the  military  and  the  service  member.  Its  study  should 
be  ongoing  in  order  to  accurately  assess  the  impact  on  veterans'  earnings  potential  as  well 
as  job  performance. 

The  impact  of  children  on  the  post-service  earnings  of  veterans  has  been  examined  in 
several  studies.  Hirsch  and  Mehay  (1997)  find  that  children  have  a  positive  effect  on 
civilian  wages  earned  by  both  male  veterans  and  nonveterans  from  the  AVF  period. 
However,  veterans  experienced  a  lower  return  on  the  number  of  children  than 
nonveterans.  Miller  (1991)  finds  a  general  overall  positive  effect  of  children  on  post¬ 
service  earnings  of  male  veterans.  According  to  Mehay  and  Hirsch  (1996),  female 
veterans  experienced  a  negative  effect  on  earnings  when  they  had  children  and  their 
earnings  were  lower  than  the  nonveteran  counterparts.  The  number  of  dependents  is  a 
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variable  that  warrants  further  consideration  and  is  used  extensively  in  the  earning  models 
in  this  thesis. 

Finally,  demographic  variables  relating  to  the  nature  of  civilian  employment  are  very 
relevant  to  this  thesis  and  have  been  widely  used  in  previous  similar  studies,  Hirsch  and 
Mehay  (1997),  Mehay  and  Hirsch(  1996),  and  Miller  (1991).  The  civilian  occupation,  the 
industry  in  which  one  works,  government  or  private  sector  employment,  and  full  time 
versus  part-time,  are  the  specific  areas  of  civilian  employment  that  are  examined  in  this 
thesis. 

F.  HUMAN  CAPITAL  THEORY 

Human  capital  theory  is  the  primary  framework  underlying  the  earnings  model  in  this 
thesis.  An  investment  in  human  capital  is  usually  accomplished  in  one  of  three  ways;  1) 
with  education  and  training ,  2)  migration  of  a  worker,  or  3)  a  search  for  a  new  job.  With 
any  investment,  there  is  an  initial  cost  that  is  incurred  with  the  hopes  that  it  will  be 
recouped  over  a  future  period  of  time.  Human  capital  can  be  thought  of  as  a  set  of  skills 
that  can  be  "rented  out"  to  an  employer.  The  value  of  the  human  capital  is  the  earnings  it 
receives  in  the  labor  market.  Investment  expenditures  in  human  capital  can  be  placed  into 
three  categories;  1)  direct,  out-of-pocket  expenses,  such  as  tuition  and  books,  2)  forgone 
earnings  during  the  investment  period,  and  3)  psychic  costs  (Ehrenberg  and  Smith,  1994). 

A  common  belief  is  that  military  service  is  an  investment  in  human  capital  for  veterans; 
it  is  a  way  to  learn  lifelong  skills  and  gain  valuable  work  experience.  The  concern  over 
human  capital  theory  in  its  relation  to  military  service  takes  several  forms.  The  first  issue 
is  if  military  experience  (length  and  branch  of  service)  results  in  a  post-service  earnings 
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penalty  for  veterans,  then  a  service  member's  investment  of  time  in  the  military  was  a  poor 
choice.  Though  no  real  out-of-pocket  expenses  are  incurred  by  service  members,  they  do 
face  the  possibility  of  opportunity  costs  in  the  form  of  forgone  civilian  earnings  and  lost 
civilian  work  experience.  The  second  issue  involves  military  provided  training  and  its 
transferability  to  the  private  sector.  Several  prior  studies  on  this  subject  conclude  that 
military  training  must  be  transferable  to  a  civilian  occupation  in  order  for  veterans  to 
experience  post-service  earnings  advantage  over  nonveterans  (Magnum  and  Ball,  1989) 
(Bryant,  Samaranayake,  and  Wilhite,  1993)  (Hirsch  and  Mehay,  1997).  If  a  veteran  is 
unable  to  compete  in  the  private  labor  market  with  military-acquired  skills  then  the  value 
of  the  military  service  will  be  questioned. 

Along  with  being  an  investor  in  human  capital,  the  military  has  also  been  viewed  as  a 
"bridging  environment"  for  service  members  to  transition  from  high  school  to  civilian 
employment.  Minorities  have  typically  benefited  the  most  from  the  "bridging"  effect 
(Martindale  and  Poston,  1979).  For  blacks,  military  service  seems  to  provide  them  with  a 
stock  of  human  capital  that  is  superior  to  black  nonveterans  and  is  reflected  in  their  post¬ 
service  earnings  (Berger  and  Hirsch,  1983)  et  al. 

A  "veteran's  premium"  is  also  considered  to  be  a  dividend  of  the  military's  investment 
in  human  capital.  Biyant  and  Wilhite  (1990),  believe  the  "premium"  is  the  consequence 
of  military-induced  productivity  growth  and  favorable  signals  sent  by  the  presence  of 
having  a  veterans  status.  A  part  of  the  "military  experience"  is  going  through  fairly 
rigorous  entrance  screening,  and  that  screening  can  be  considered  an  investment  in  human 
capital.  Little  and  Fredland  (1979)  conclude  the  "veterans'  premium"  is  the  result  of 
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enhanced  productivity  and  screening.  Additionally,  De  Tray  (1982)  suggests  that  the 
screening  process  of  veterans  is  what  gives  a  positive  signal  to  employers  indicating 
relatively  high  productivity. 

Investment  in  human  capital  is  an  important  issue  for  both  the  military  and  potential 
new  entrants.  In  order  for  the  military  to  attract  new  recruits,  it  must  be  perceived  as  an 
institution  that  provides  adequate  skills  for  future  civilian  employment.  For  new  entrants 
making  career  and  educational  choices,  it  is  important  to  know  exactly  what  military 
service  will  offer  them. 
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m.  DATASET,  METHODOLOGY,  MODELS,  AND  VARIABLE  SELECTION 

A.  DATASET 

The  dataset  for  this  thesis  is  based  on  an  edited  compilation  of  responses  from  the  1992 
Reserve  Component  Surveys  administered  by  the  Defense  Manpower  Data  Center 
(DMDC)  in  coordination  with  the  Deputy  Assistant  Secretary  of  Defense  (Guard/Reserve 
Manpower  and  Personnel).  The  Reserve  Components  Surveys  were  designed  to  create  a 
cross-service  dataset  that  could  be  used  to  study  the  impact  of  personnel  policies  on 
service  members  and  their  families.  The  surveys  included  only  members  of  the  Selected 
Reserves  who  were  in  an  active  drilling  status.6  The  1992  dataset  consisted  of  36,335 
observations  who  responded  to  147  survey  questions. 

B.  METHODOLOGY 

To  capture  any  differences  in  measures  of  civilian  income,  the  earnings  variable  was 

measured  three  different  ways:  as  annual  income,  weekly  earnings,  and  hourly  wages  rates. 

Data  for  annual  income  was  taken  from  the  RCS  question: 

What  was  the  total  amount  that  you  earned  from  all  civilian  jobs  or  your  own 
business  before  taxes  and  other  deductions?  Include  earnings  as  a  Guard/Reserve 
technician.  Include  commissions,  tips,  or  bonuses.  Give  your  best  estimate. 

Weekly  earnings  data  was  taken  from  the  RCS  question: 

What  were  your  usual  weekly  earnings  from  your  (main)  civilian  job  or  your  own 
business  before  taxes  and  other  deductions?  Give  your  best  estimate. 

Unlike  weekly  earnings,  annual  income  includes  earnings  from  outside  the  main  civilian 

job;  this  is  the  primary  reason  for  measuring  the  earnings  variable  in  different  ways. 

6  Description  of  RCS  dataset  taken  from  Miller  (1991). 
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Additionally,  total  annual  income  differs  among  individuals  due  to  differences  in  the 
number  of  weeks  worked  during  the  year  as  well  as  due  to  differences  in  the  wage  rate.  In 
some  occupations,  the  number  of  weeks  worked  annually  and  weekly  earnings  may 
fluctuate  due  to  seasonal  employment.  Earnings  are  also  measured  as  the  hourly  wage 
rate  due  to  the  varying  numbers  of  hours  worked  per  week.  Hourly  wage  is  calculated  by 
dividing  usual  weekly  earnings  by  usual  hours  worked  per  week  at  the  respondent's  main 
civilian  job.  Data  for  weekly  work  hours  was  taken  from  the  RCS  question: 

"How  many  hours  per  week  did  you  usually  work  at  your  main  civilian  job?" 

The  initial  36,335  observations  were  screened  to  eliminate  respondents  who  were  not 

in  the  labor  force  (eg.,  homemakers  or  retirees)  or  were  in  school  or  unemployed. 

Observations  were  omitted  based  on  the  following  criteria: 

-temp  out  of  work  -unemployed  -in  school 

-retired  -homemakers  -unpaid  workers 

-self  employed  -age  60  plus  years  -age  under  20  years 

-entered  service  on/before  1973 

The  final  samples  included  male  and  female  enlisted  members  of  the  Army  Reserve,  Army 
National  Guard,  Naval  Reserve,  Air  Force  Reserve,  Air  National  Guard,  and  Marine 
Corps  Reserve.  Officers  were  omitted.  As  a  part  of  this  research,  females  and  males  were 
separated  in  order  to  examine  the  specific  effects  of  military  service  by  gender.  The 
original  sample  and  the  number  observations  that  were  deleted  to  meet  the  sample  criteria 
are  shown  in  Table  1  Table  2  contains  the  final  sample  sizes  for  each  of  the  separate 
reserve  components. 
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Table  1.  Sample  Sizes  Remaining  After  Screening 
(All  Reserves) 


RESTRICTION  ANNUAL  EARNINGS 

No  Restrictions  36,335 

Restrictions  applied  9,402 

Females  deleted  6,897 


WEEKLY  EARNINGS  HOURLY  EARNINGS 

36,335  36,335 

10,403  10,300 

7,552  7,480 


Table  2.  Final  Sample  Sizes  and  Percent  Distribution  bv  Reserve  Component 

(Males  Only) 


RESERVE  COMPT 

HOURLY  WAGE 
SAMPLE  SIZE 

PERCENT 

Army  Reserve 

1,501 

.196 

Army  National  Guard 

2,871 

.376 

Naval  Reserve 

625 

.082 

Air  Force  Reserve 

588 

.077 

Air  National  Guard 

1,264 

.166 

Marine  Corns  Reserve 

787 

.103 

Total 

7,636 

100  % 

C.  MODEL 


The  model  used  in  this  thesis  is  based  on  human  capital  theory  and  was  estimated 
using  ordinary  least  squared  (OLS)  estimating  techniques.  The  natural  log  of  the 
individual  s  annual  income,  weekly  income,  and  hourly  wage  were  used  as  the  dependent 
variables  so  that  the  coefficients  of  the  independent  variables  can  be  interpreted  as  the 


percentage  change  in  the  income  or  earnings  of  the  individual  given  a  unit  change  in  the 
independent  variable.  The  general  model  was  specified  as  follows: 

In  (eamings)=a  +  Bi  D  +  EL  W  +  B;  M  +  u;  where, 
constant 

estimated  coefficients 

a  vector  of  demographic  variables  summarized  in  Table  3. 
a  vector  of  work-related  variables  summarized  in  Tables  4  and  5. 
a  vector  of  military-related  variables  summarized  in  Table  3. 


a  = 

B,,B2,  B3  = 

D 

W 

M 
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Six  alternative  model  specifications  were  used  to  estimate  the  effect  of  post-service 
earnings  of  both  male  and  female  veterans.  The  models  were  applied  to  annual  and 
weekly  earnings  as  well  as  to  hourly  wages.  Only  one  of  the  six  specified  earnings  models 
was  used  when  estimating  separate  models  for  each  reserve  components. 

In  the  earnings  models,  black  and  hispanic  reservists  are  compared  to  white  reservists. 
The  age  variable  indicates  the  percentage  change  in  earnings  for  each  additional  year  of 
age.  The  age  squared  variable  is  also  included  to  determine  if  additional  years  of  age  have 
diminishing  returns  to  earnings.  Reservists  in  the  three  categories  of  marital  status 
(present,  separate,  and  divorced  or  widowed)  are  compared  to  reservists  that  are  single. 
Reservists  with  high  school  diplomas,  some  college  experience,  and  four-year  college 
degrees  and  higher,  are  compared  to  reservists  who  are  non-high  school  graduates.  All 
industry  variables  are  compared  against  the  base  industry  variable  manufacturing.  The 
base  occupation  variable  is  services.  Reservists  who  work  at  their  civilian  jobs  part  time 
are  compared  against  full  time  workers.  Under  the  military  variables,  veterans  (reservists 
with  two  or  more  years  of  active  service)  are  compared  to  non-veterans  (reservists  with 
less  than  two  years  active  service).  Veterans'  length  of  service  is  also  included  in  the 
analysis  and  indicates  the  percentage  change  in  earnings  for  each  additional  year  of 
service.  The  square  of  the  length  of  service  is  included  to  determine  if  additional  years  of 
service  have  diminishing  returns.  Finally,  the  transferability  of  military  occupations  to  the 
private  sector  is  examined  to  determine  the  effects  on  veterans'  earnings. 
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Table  3.  Variable  Definitions 


Income  Variables 


INCYRLY  Respondent's  annual  income  (restricted  to  values  greater  than  zero) 

INCWKLY  Respondent's  weekly  income  (restricted  to  values  greater  than  fifty) 

WAGE  Respondent's  weekly  income  divided  by  usual  hours  worked  per  week 
(restricted  to  values  greater  than  zero  and  less  than  one  hundred) 

Dependent  Variables 


LNINCYRLY  Natural  logarithm  of  respondent's  annual  income 

LNINCWKLY  Natural  logarithm  of  respondent's  weekly  income 

LNWAGE  Natural  logarithm  of  respondent's  wage 


Demographic  Variables 


AGE 


Range  20  to  59  years 


BLACK 

HSGRAD 

SOMECOLL 

COLLGRAD 

COLLPLUS 

AGE 
AGE  2 


1  if  respondent's  race  is  black 
0  otherwise 

1  if  respondent  is  a  high  school  graduate 
0  otherwise 

1  if  respondent  has  2  or  less  years  of  college 
0  otherwise 

1  if  respondent  has  a  4  year  college  degree  (BA/BS) 

0  otherwise 

1  if  respondent  has  some  graduate  education,  a  Master's  degree,  or 
Doctoral  degree  0  if  otherwise 
Age  on  last  birthday 

Age  squared 


PRESENT 

SEPARATE 

DIVWIDOW 


1  if  respondent  is  presently  married 
0  otherwise 

1  if  respondent  is  currently  separated 
0  otherwise 

1  if  respondent  is  currently  widowed  or  divorced,  0  otherwise 


CHILD  Number  of  dependents 
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Work  Variables 


WORKPTC  1  if  work  part  time  in  civilian  job 
0  otherwise 

UWKHOURS  Usual  number  of  hours  worked  in  a  week  at  main  civilian  job 
Military  Variables 


ALLVET 

1  if  total  active  service  greater  than  2  years 

0  otherwise 

ARMYVET 

1  if  active  service  in  Army  greater  than  2  years,  and  first  entered  service  as 
active  duty  Army,  0  otherwise 

NAVYVET 

1  if  active  service  in  Navy  greater  than  2  years,  and  first  entered  service  as 
active  duty  Navy,  0  otherwise 

AFVET 

1  if  active  service  in  Air  Force  greater  than  2  years,  and  first  entered 
service  as  active  duty  Air  Force,  0  otherwise 

MCVET 

1  if  active  service  in  Marine  Corps  greater  than  2  years,  and  first  entered 
service  as  active  duty  Marine  Corps,  0  otherwise 

TRANSFER 

1  if  civilian  occupation  is  similar  to  guard/reserve  duty  and  primary 
occupation  code  in  reserve/guard  is  the  same  as  one  had  on  active  duty 

ARMYTRAN  1  if  both  ARMYVET  and  TRANSFER 

0  otherwise 

NAVYTRAN  1  if  both  NAVYVET  and  TRANSFER 

0  otherwise 

AFTRAN 

1  if  both  AFVET  and  TRANSFER 

0  otherwise 

MCTRAN 

1  if  both  MCVET  and  TRANSFER 

0  Otherwise 

LOS 

The  number  of  years  served  on  active  duty 

LOS2 

The  number  of  years  served  on  active  duty  squared 
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Table  4.  Industry  Codes 


Variable  Industry  Included 


AGRIMIN 

MANUFAC 

TRANSP 

TRADE 

FINANCE 

PROSERV 

PUB  ADM 


Agriculture,  Forestry,  Fisheries,  Mining  and  Construction 
Manufacturing 

Transportation,  Communication,  and  other  Public  Utilities 
Wholesale  trade 

Finance,  Insurance,  Real  Estate,  Business 
Professional  services 
Public  Administration 


Table  5.  Census  Occupations 


Variable 


Occupation  Included 


MANAGER 

TECH 

SALES 

ADMIN 

SERVICES 

CRAFT 

OPLABOR 


Administrative,  Managerial  and  Management  related 

Technician 

Sales 

Administrative  support,  clerical  excluding  Postal 
Protective  services.  Postal  and  Food  Services 
Construction  workers.  Mechanics  and  Engineers 
Other  Handlers,  Helpers  and  Laborers 
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Table  6  :  Model  Specifications  and  Variables 
(Sample  =  All  Reserves) 


Control  Variables 

BLACK  fflSP  HSGRAD  SOMECOLL 
COLLGRAD  COLLPLUS  AGRDVHN 

TRANP  TRADE  FINANCE  PROSERV 

PUB  ADM  PRESENT  SEPARATE  D1VWIDOW 
WORKPTC  MANAGER  TECH  SALES  ADMIN 
CRAFT  OPLABOR  AGE  AGE2  CHILD 

Models 

1A 

InINCYRLY 

/(CONTROL  VARIABLES  ,  ALLVET ) 

1W 

InINCWKLY 

1H 

InWAGE 

1A 

InINCYRLY 

=  /(CONTROL  VARIABLES,  ARMYVET, 

1W 

InINCWKLY 

NAVYVET,  AFVET,  MCVET) 

1H 

InWAGE 

1A 

InINCYRLY 

-  /(CONTROL  VARIABLES,  ALLVET, 

1W 

InINCWKLY 

TRANSFER) 

1H 

InWAGE 

1A 

InINCYRLY 

=  /(CONTROL  VARIABLES,  ALLVET, 

1W 

InINCWKLY 

ARMYTRAN,  NAVYTRAN,  AFTRAN, 

1H 

InWAGE 

MCTRAN) 

1A 

InINCYRLY 

/(CONTROL  VARIABLES,  ARMYVET, 

1W 

InINCWKLY 

NAVYVET,  AFVET,  MCVET,  TRANSFER) 

1H 

InWAGE 

1A 

InINCYRLY 

=  /(CONTROL  VARIABLES,  ALLVET,  LOS, 

1W 

InINCWKLY 

LOS2) 

1H 

InWAGE 
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Table  6  (cont'dl:  Model  Specifications  and  Variables 
(Sample=  Individual  Reserve  Components) 

Control  Variables  BLACK  fflSP  HSGRAD  SOMECOLL 

COLLGRAD  COLLPLUS  AGRIMIN 
TRANP  TRADE  FINANCE  PROSERV 
PUB  ADM  PRESENT  SEPARATE  DIVWIDOW 
WORKPTC  MANAGER  TECH  SALES  ADMIN 
CRAFT  OPLABOR  AGE  AGE2  CHILD 


Models 

1A  InINCYRLY  =  /([CONTROL  VARIABLES],  ALLVET, 

1W  InINCWKLY  TRANSFER) 

1H  InWAGE 
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IV.  DATA  ANALYSIS  AND  PRESENTATION:  MALE  RESERVISTS 


A.  DESCRIPTIVE  STATISTICS 

Table  7  presents  the  descriptive  statistics  for  the  samples  used  for  each  of  the  three 
basic  earnings  models.  The  same  samples  are  used  throughout  this  chapter  and  consist  of 
all  male  reservists.  The  average  earnings  for  reservists  were  $11.58,  $521.14,  and 
$21,991.81  for  the  hourly  wage  rate,  weekly  income,  and  annual  earnings,  respectively. 
Black  reservists  made  up  1 1  percent  of  the  samples  and  Hispanics  8  percent.  The  average 
age  of  the  reservists  was  approximately  29.  The  majority  of  reservists  (58  percent)  were 
married  while  33  percent  were  single.  More  reservists  (23  percent)  worked  in  public 
administration  than  any  other  industry.  The  largest  percentage  of  reservists  worked  in 
craft-related  occupations  (24  percent);  86  percent  held  full-time  civilian  jobs.  The  average 
length  of  active  service  for  all  reservists  was  1.95  years.  Veterans  (reservists  with  two  or 
more  years  of  active  duty)  made  up  41  percent  of  the  samples  and  averaged  4.76  years  of 
active  service.  Veterans  with  transferable  occupations  to  the  private  sector  made  up  10 
percent  of  the  total  sample  of  reservists.  When  veterans  were  examined  separately,  18 
percent  of  all  veterans  had  transferable  occupations  into  the  private  sector.  Army  veterans 
had  the  lowest  average  transfer  rate  of  12  percent.  Navy  veterans  had  the  highest  transfer 
rate  of  26  percent.  About  20  percent  of  Air  Force  veterans  and  17  percent  of  Marine 
Corps  veterans  had  civilian  jobs  similar  to  their  military  occupations.  Of  note,  the  transfer 
rates  for  veterans  were  computed  separately  and  are  not  included  in  Table  7.  The 
veterans'  transfer  rates  from  this  analysis  are  significantly  different  from  those  in  Mangum 
and  Ball  (1989),  who  found  military  skill  transfer  rates  of  between  45  to  50  percent. 
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Miller  (1991)  also  found  a  higher  overall  transfer  rate  of  29  percent. 
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Table  7.  Descriptive  Statistics  of  Earnings  Models 


Hourly  Wage  Model  (  N=7480 


Weekly  Income  Model  (N=7552 


11.58 


0.11 


0.08 


1.06 


29.30 


0.56 


0.02 


0.07 


0.31 


0.48 


0.09 


0.04 


VARIABLES 


EARNINGS 


WAGE  RATE 


DEMOGRAPHICS 


BLACK 


HISPANIC 


CHILD 


AGE 


PRESENT 


SEPARATE 


DIVWIDOW 


HSGRAD 


SOMECOLL 


COLLGRAD 


COLLPLUS 


INDUSTRY 


AGRIMIN 


TRANSP 


TRADE 


FINANCE 


PROSERV 


PUBADM 


OCCUPATION 


MANAGER 


TECH 


SALES 


ADMIN 


CRAFT 


OPLABOR 


WORKPTC 


MILITARY 


ALLVET  * 


ARMYVET 


NAVYVET 


AFVET 


MCVET 


TRANSFER  * 


ARMYTRAN 


NAVYTRAN 


AFTRAN 


MCTRAN 


I  LOS _  |  1.95  | 

‘Because  of  different  definitions 
MCVET  does  not  total  ALLVET. 


MEAN  I  STD  DEV 


MEAN  STD  DEV 


521.14 


0.11 


0.08 


1.06 


29.31 


0.56 


0.02 


0.07 


0.31 


0.48 


0.09 


0.04 


621.00 


VARIABLES 


EARNINGS 


INCWEEKLY 


DEMOGRAPHICS 


BLACK 


HISPANIC 


CHILD 


AGE 


PRESENT 


SEPARATE 


DIVWIDOW 


HSGRAD 


SOMECOLL 


COLLGRAD 


COLLPLUS 


INDUSTRY 


AGRIMIN 


TRANSP 


TRADE 


FINANCE 


PROSERV 


PUBADM 


OCCUPATION 


MANAGER 


TECH 


SALES 


ADMIN 


CRAFT 


OPLABOR 


WORKPTC 


MILITARY 


ALLVET  * 


ARMYVET 


NAVYVET 


AFVET 


MCVET 


TRANSFER  * 


ARMYTRAN 


NAVYTRAN 


AFTRAN 


MCTRAN 


3.11  I  |  LOS _  1.95  |  3,11 

in  variables,  the  sum  of  ARMYVET,  NAVYVET,  AFVET,  and 
A  similar  situation  exists  for  the  transfer  variables. 
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Table  7.  (Continued)  Descriptive  Statistics  of  Eaminas  Models 


Yearly  Income  Model  (N=6897 


•Because  of  different  definitions  in  variables,  the  sum  of  ARMYVET,  NAVYVET,  AFVET,  and 
MCVET  does  not  total  ALLVET.  A  similar  situation  exists  for  the  transfer  variables. 
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B.  MULTIVARIATE  ANALYSIS 


Results  from  estimating  the  separate  earnings  models  are  presented  in  Tables  8-13. 

For  comparison  purposes,  each  table  contains  the  three  basic  earnings  models;  hourly 
wage,  weekly  income,  and  yearly  income.  Each  table  contains  a  specific  version  of  the 
basic  earnings  model  (each  defined  by  various  military  variables).  To  avoid  repetitive 
discussions,  a  single  compilation  of  common  findings  for  demographic,  industry,  and 
occupation  variables  is  provided  in  the  first  part  of  the  analysis. 

The  high  adjusted  R2  values  for  all  the  earnings  models  indicate  they  provided  a 
reasonable  explanation  for  the  variance  in  reservists'  earnings.  Of  the  three  basic  earnings 
models.  Log  INCYRLY  provided  the  best  goodness  of  fit  with  an  average  adjusted  R2 
value  of  .330. 

Black  reservists  were  compared  to  white  reservists  in  each  of  the  six  specific  earnings 
models.  In  every  situation,  black  reservists  experienced  an  earnings  penalty  in  weekly  and 
yearly  incomes,  but  there  were  no  significant  differences  for  hourly  wage  rates.  On 
average,  black  reservists  earned  5.4  percent  lower  weekly  income  and  7.5  percent  lower 
annual  earnings  than  white  reservists.  The  results  on  annual  earnings  are  similar  to  those  in 
Miller  (1991).  Using  data  from  the  1986  RCS,  she  found  black  reservists'  annual  income 
was  8  percent  lower  than  white  reservists'. 

Hispanic  reservists  out-earned  white  and  black  reservists  in  all  hourly  wage  and  weekly 
income  models  with  no  significant  differences  for  yearly  income.  Hispanics  averaged  7.5 
percent  higher  hourly  wage  rates  and  6.6  percent  higher  weekly  earnings  than  white 
reservists.  These  findings  contrast  with  those  in  Browning,  Loperato,  and  Poston  (1973) 
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who  found  that  Hispanic  veterans'  mean  income  was  lower  than  white  veterans  in 
occupations  very  similar  to  those  used  in  this  thesis.  In  the  same  study,  Hispanic,  black, 
and  white  veterans  all  earned  higher  mean  incomes  than  their  nonveteran  counterparts. 
However,  the  income  differential  between  Hispanic  veterans  and  nonveterans  was  twice 
that  of  black  veterans  and  nonveterans,  and  six  times  that  of  white  veterans  and 
nonveterans.  Perhaps  during  the  time  since  the  Browning,  Loperato,  and  Poston  study, 
Hispanics  have  been  benefiting  more  from  military  service  than  either  blacks  or  whites. 

In  every  model,  each  additional  year  of  age  had  a  positive  effect  on  reservists'  earnings. 
The  average  premiums  received  were  6,  8,  and  12  percent  for  hourly  wage  rates,  weekly 
earnings,  and  yearly  income,  respectively.  The  age  squared  variable  was  negative  in  all 
cases  indicating  that  reservists  earnings  would  continue  to  rise  until  a  certain  age,  level  off, 
then  decline.  These  findings  are  consistent  with  those  in  Bryant  and  Wilhite  (1990). 

Reservists  who  were  married,  separated,  and  divorced  or  widowed  all  experienced 
higher  earnings  premiums  than  single  reservists.  Married  reservists  had  higher  hourly 
wage  rates,  more  weekly  income,  and  larger  annual  earnings  than  single  reservists.  The 
earnings  advantage  for  separated  reservists  was  statistically  significant  in  weekly  and 
yearly  incomes  only  with  the  largest  premium  being  20.8  percent  in  yearly  income. 
Divorced  or  widowed  reservists  earned  on  average  13.6  percent  higher  yearly  income  than 
single  reservists.  Similar  results  on  the  effect  of  marital  status  were  observed  by  Hirsch 
and  Mehay  (1997)  and  Miller  (1991)  using  the  1986  RCS  data. 

Reservists  with  children  experienced  a  very  modest  premium  of  approximately  1 
percent  in  weekly  income.  No  significant  earning  differences  were  noted  in  hourly  wage 


34 


rates  or  yearly  income.  Hirsch  and  Mehay  (1997)  found  a  modest  earnings  premium  in  the 
hourly  wage  rate  for  reservists  with  children.  Miller  (1991)  found  slightly  higher  returns 
to  children  of  5  percent  in  both  weekly  and  annual  incomes. 

In  this  thesis,  education  was  categorized  into  four  separate  levels:  high  school 
graduate,  some  college,  college  graduate,  and  college  plus.  Each  education  variable  was 
compared  against  the  base  of  a  non-high  school  graduate.  Reservists  with  a  high  school 
education  or  higher  experienced  substantial  earnings  premiums  in  hourly  wage  rates, 
weekly  income,  and  annual  earnings.  The  earnings  premium  increased  as  the  level  of 
education  rose.  Reservists  with  "college  plus"  had  the  largest  returns  to  education 
receiving  on  average  23  percent  higher  hourly  wage  rates  than  reservists  who  were  non- 
high  school  graduates.  Similar  conclusions  on  the  effect  of  higher  education  on  earnings 
were  reached  by  Hirsch  and  Mehay  (1997)  and  Miller  (1991). 

Each  industry  variable  used  in  the  earnings  models  was  compared  to  the  base  industry 
variable  manufacturing.  On  average,  reservists  working  in  the  agriculture  or  mining 
industries  earned  a  premium  of  6  percent  in  weekly  income.  No  significant  findings  were 
noted  for  hourly  wage  rates  or  annual  income.  Working  in  the  transportation  industry 
provided  reservists  with  average  earning  premiums  of  10.4, 10.5,  and  13.3  percent  in 
hourly  wage  rates,  weekly  income  and  annual  earnings,  respectively.  When  compared  to 
working  in  manufacturing,  reservists  in  the  trade,  financial,  and  professional  services 
industries  all  experienced  earning  penalties.  Trade  workers  suffered  the  worst  with 
penalties  of  15,  18.8,  and  17.4  percent  in  hourly  wage  rates,  weekly  income,  and  annual 
earnings,  respectively.  Reservists  working  in  public  administration  received  substantial 
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earning  premiums  in  every  model  with  the  largest  being  25.8  percent  in  annual  income. 
Miller's  (1991)  results  were  slightly  different.  She  found  reservists  who  worked  in 
transportation  benefited  the  most  earning  39  percent  higher  annual  incomes.  The  next  best 
industry  she  found  was  public  administration  where  reservists  earned  29  percent 
premiums. 

The  occupation  variables  included  in  the  earnings  models  were  all  compared  to  the 
base  occupation  variable  services.  Reservists  working  as  managers,  technicians,  salesman, 
and  in  crafts  all  had  a  significant  earnings  advantage  over  service  workers  in  hourly  wage 
rates,  weekly  income,  and  annual  earnings.  Reservists  with  administrative  jobs  received  an 
earnings  premium  in  hourly  wages  with  no  significant  differentials  noted  in  weekly  or 
annual  incomes.  For  reservists  working  as  laborers,  no  significant  income  differentials 
were  noted  in  any  of  the  earnings  models.  Reservists  who  only  worked  part  time  in  their 
main  civilian  jobs  suffered  substantial  penalties  in  all  earnings  models  when  compared  to 
reservists  who  worked  full  time.  Similar  findings  on  part-time  workers  were  made  by 
Hirsch  and  Mehay  (1997)  and  Miller  (1991). 
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The  model  in  Table  8  was  specifically  designed  to  capture  the  individual  effect  of 
veterans  status  on  the  post-service  earnings  of  veterans.  For  each  of  the  three  basic 
earnings  models,  the  ALL  VET  coefficient  was  small,  negative,  and  statistically 
insignificant.  This  finding  matches  that  in  Hirsch  and  Mehay  (1997)  who  found 
insignificant  wage  differentials  between  veterans  and  nonveterans  of  both  the  draft  and 
AVF  eras.  The  opposite  was  found  in  Miller  (1991).  She  determined  a  veterans  status 
caused  earnings  penalties  of  2  and  3  percent  for  weekly  and  annual  incomes,  respectively. 
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Table  8.  OLS  Regressions  (Sample:  Male/All  Reserves) 

Log  WAGE _ Log  INCWKLY _ Log  INCYRLY 


110.186  *** 

« 

t 

00 

co 

00 

d 

* 

t 

CD 

CD 

CM 

* 

00 

Is- 

CM 

* 

* 

* 

^r 

CM 

* 

t 

CM 

LO 

* 

* 

CO 

o 

Is- 

CO 

* 

t 

N- 

N- 

in 

d 

♦ 

* 

* 

T— 

00 

in 

: 

* 

CD 

* 

00 

CD 

* 

* 

* 

CM 

m- 

CD 

CO 

t 

* 

CO 

CD 

CD 

CO 

T— 

I 

CD 

o 

T— 

00 

3 

in 

^r 

cd 

* 

* 

* 

CO 

CM 

CM 

id 

in 

CD 

CD 

d 

* 

« 

o 

00 

CO 

CD 

in 

5 

o 

* 

in 

CD 

in 

o 

00 

T- 

* 

* 

* 

CD 

CD 

Tj- 

od 

TT 

CM 

O 

O 

d 

CO 

CD 

T— 

d 

CD 

o 

CM 

d 

Is- 

CO 

o 

N- 

O 

O 

d 

CD 

T— 

o 

in 

CM 

r* 

d 

00 

CM 

T“ 

d 

CO 

00 

o 

in 

T— 

o 

d 

i 

CD 

CO 

T— 

o 

r- 

T— 

d 

in 

o 

d 

CM 

T— 

T- 

d 

i 

in 

CM 

o 

00 

CD 

T”“ 

d 

r- 

o 

T— 

d 

CD 

CO 

d 

N- 

CM 

o 

d 

in 

CO 

d 

CO 

V** 

O 

o 

in 

o 

CO 

o 

i 

N- 

o 

o' 

00 

o 

CM 

00 

00 

CM 

CO 

d 

1 

★ 

in 

^r 

CD 

d 

CO 

T“ 

Is- 

CD 

CD 

CD 

CM 

Ui 

I 

Z 

LU 

CO 

LU 

cc 

a 

LU 

£ 

LU 

CO 

1 

g 

c5 

Q 

_i 

I 

C) 

Q 

< 

a 

CD 

CO 

X 

_i 

_j 

O 

O 

LU 

S 

o 

CO 

Q 

< 

01 

CD 

_i 

_i 

O 

(J 

CO 
3 
_l 
CL 
— 1 
_J 

O 

o 

£ 

H 

CO 

ZD 

o 

z 

Z 

01 

1 

0. 

CO 

z 

< 

01 

h- 

LU 

a 

£ 

h- 

LU 

O 

z 

LL 

> 
o : 

LU 

CO 

O 

oi 

CL 

Q 

m 

3 

CL 

o 

< 

a. 

3 

O 

O 

o 

01 

LU 

CD 

< 

z 

< 

2 

X 

o 

LU 

H 

CO 

LU 

-J 

1 

Z 

2 

a 

< 

H- 

LL 

< 

01 

o 

01 

§ 

3 

Q_ 

o 

£ 

CL 

* 

01 

O 

HI 

£ 

< 

H 

□ 

s 

tD 

<_ 

H 

CL 

LU 

O 

01 

LU 

H 

Z 

LU 

01 

< 

3 

a 

CO 

i 

01 

“0 

O 

< 

LU 

3 

1 

z 

h- 

£ 

H 

* 

« 

+ 

Is- 

CD 

CM 

|2.847  ***  | 

1 

CO 

in 

00 

3 

CD 

O 

00 

in 

* 

l 

m 

^r 

fO 

3.904  ***  | 

CD 

CD 

00 

* 

Is- 

co 

00 

i 

r- 

o 

cd 

* 

* 

* 

o 

in 

in 

i 

* 

Is- 

co 

I 

00 

CM 

o 

TT 

* 

o 

^r 

csi 

{ 

* 

T” 

■^r 

1 

CD 

CD 

00 

i 

Is- 

^r 

CO 

CM 

i 

CD 

O 

CD 

cd 

% 

* 

in 

00 

d 

T“ 

i 

* 

CO 

CO 

CM 

00 

3 

CO 

00 

CD 

cd 

3 

in 

S 

cd 

Is- 

T— 

o 

d 

t 

* 

00 

CD 

CD 

r-' 

CO 

in 

d 

15.136  ***  | 

CD 

CM 

q 

r* 

29.508  ***  | 

K- 

Z 

UK 

a 

LL 

LL 

LU 

O 

O 

CD 

in 

o 

o 

00 

CD 

O 

d 

00 

Is- 

o 

d 

o 

o 

o 

i 

CM 

d 

00 

r- 

T— 

d 

in 

s 

d 

▼— 

v- 

O 

d 

CO 

00 

o 

d 

CD 

CO 

T~ 

o 

CD 

d 

CO 

Is- 

T“ 

o 

5 

o 

d 

o 

T— 

o 

CD 

00 

T“ 

d 

i 

CM 

CD 

O 

d 

1 

o 

T— 

T“ 

d 

i 

o 

CM 

d 

00 

CD 

d 

CM 

CM 

d 

r- 

T— 

d 

o 

o 

d 

oo 

in 

T— 

d 

o 

T— 

o 

d 

CM 

CD 

CM 

d 

1 

in 

o 

d 

i 

CD 

O 

CM 

CO 

CD 

CM 

d 

* 

t 

CD 

CO 

h- 

O 

CM 

in 

in 

VARIABLE 

tn 

o 

X 

0- 

2 

o 

o 

2 

UI 

a 

* 

% 

a 

z 

2 

CO 

I 

LU 

1 

a 

CD 

< 

K 

z 

LU 

CO 

LU 

tr 

CL 

LU 

< 

01 

£ 

LU 

CO 

O 

9 

Q 

Q 

-j 

X 

o_ 

a 

< 

01 

CD 

CO 

X 

O 

o 

LU 

2 

o 

CO 

Q 

< 

01 

3 

O 

CD 

CO 

3 

—J 

CL 

-J 

O 

o 

>- 

oc 

H 

CO 

3 

a 

z 

z 

2 

DC 

0 

< 

CL 

CO 

z 

< 

ce 

H 

LU 

a 

£ 

iz. 

LU 

a 

z 

$ 

LL 

> 

01 

LU 

CO 

o 

01 

CL 

a 

< 

m 

3 

CL 

o 

< 

0. 

3 

a 

a 

o 

01 

LU 

3 

< 

5 

X 

a 

LU 

1“ 

CO 

LU 

-J 

< 

CO 

z 

2 

Q 

< 

t 

£ 

(j 

0^ 

o 

CD 

5 

0_ 

o 

h- 

CL 

01 

o 

til 

£ 

< 

I- 

-1 

2 

& 

<_ 

H* 

CL 

LU 

O 

01 

LU 

1— 

Z 

LU 

QC 

< 

3 

a 

CO 

Q 

< 

LU 

3 

_ l 

$ 

i 

LL 

Z 

2 

CO 

r- 

13.564  ***  | 

3 

CD 

Is- 

CO 

1^ 

3 

CD 

t— 

Is- 

3 

o 

00 

CO 

1.541  ! 

0.052  | 

1.421  | 

3 

r- 

o 

in 

cd 

3 

CM 

r^- 

CM 

1^ 

3 

Is- 

CD 

« 

* 

* 

M* 

CO 

T— 

CD 

0.027  j 

4.733  ***  | 

3 

CM 

O 

CD 

1^ 

3 

o 

^r 

CD 

CM 

3.223  ***  | 

t 

* 

o 

CM 

CO 

cd 

I  880  Z 

5.060  ***  | 

1.757  *  | 

2.067  **  | 

9.656  ***  | 

o 

CM 

d 

* 

t 

in 

CD 

CD 

in 

OO 

O 

CO 

o 

6.572  ***  | 

h- 

z 

Ui 

o 

LL 

LL 

LU 

O 

O 

-0.021 

TT 

Is- 

O 

d 

6S0  0  I 

-0.001 

CD 

CD 

O 

d 

0.062 

-0.001 

00 

o 

o 

d 

CM 

00 

o 

o 

0.168 

0.197 

o 

CO 

CM 

d 

0.001 

CD 

O 

o 

o 

in 

T— 

d 

i 

-0.061 

-0.085 

0.216 

0.148 

0.134 

0.047 

0.049 

0.166  | 

-0.005 

-0.101  j 

o 

o 

d 

i 

0.811  j 

0.238 

3 

CD 

O) 

d 

CD 

7480  1 

VARIABLE 

DEMOGRAPHICS 

|  BLACK 

|  HISPANIC 

LU 

0 

< 

|AGE2 

|  PRESENT 

|  SEPARATE 

IDIVWIDOW 

ICHILD 

|HS  GRAD 

ISOMECOLL 

ICOLLGRAD 

ICOLLPLUS 

|  INDUSTRY 

IAGRIMIN 

ITRANSP 

|  TRADE 

|  FINANCE 

IPROSERV 

IPUBADM 

|  OCCUPATION 

|  MANAGER 

TECH 

SALES 

|  ADMIN 

|  CRAFT 

lOPLABOR  ! 

[WORKPTC 

|  MILITARY  | 

[ALL  VET 

|  INTERCEPT  | 

|ADJ  R-SQUARE  | 

IF-VALUE  | 

Z 

38 


'Significant  at  .10  level;  **  Significant  at  .05  level;  ***Significant  at  .01  level 


The  earnings  model  in  Table  9  examines  the  veteran  variable  decomposed  into  the  four 
service  branches  to  determine  their  separate  effects  on  the  earnings  of  veterans. 

In  each  of  the  three  basic  models,  Army  veterans  experienced  an  earnings  penalty. 

Each  coefficient  was  negative  and  tested  significant  at  the  .01  level.  When  compared  to 
their  nonveteran  counterparts  and  veterans  from  another  service  branches.  Army  veterans 
earned  5.6,  7. 1,  and  5.9  percent  lower  hourly  wage  rates,  weekly  income,  and  annual 
salaries  respectively.  These  results  are  consistent  with  those  in  Miller  (1991)  who  found 
Army  veterans  experienced  an  8  percent  penalty  in  both  weekly  and  annual  incomes. 
Hirsch  and  Mehay  (1997)  also  found  enlisted  Army  veterans  experienced  substantial  wage 
disadvantages.  None  of  earnings  models  produce  statistically  significant  coefficients  for 
Navy  veterans.  Air  Force  veterans  received  a  3. 1  percent  hourly  wage  rate  advantage 
over  nonveterans  and  veterans  from  the  other  services.  No  statistically  significant  results 
were  found  in  the  weekly  or  yearly  income  models  for  Air  Force  veterans.  Miller  (1991) 
found  Air  Force  veterans  experienced  premiums  of  4  percent  in  weekly  and  annual 
income.  Hirsch  and  Mehay  (1991)  found  a  substantial  premium  of  14.76  percent  in  the 
wage  rate  for  Air  Force  veterans.  In  this  model.  Marine  Corps  veterans  received 
premiums  of  7,  8.9,  and  7.5  percent  in  hourly  wage  rates,  weekly  income,  and  yearly 
earnings  respectively.  Miller  (1991)  also  found  Marine  Corps  veterans  received 
substantial  returns  in  annual  and  weekly  incomes  of  14  and  1 1  percent  respectively. 
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Table  9.  OLS  Regressions  (Sample:  Male/All  Reserves) 

Log  WAGE  _  _ Log  INCWKLY _  _ Log  INCYRLY 
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Significant  at  .10  level;  **  Significant  at  .05  level;  ***Significant  at  .01  level 


The  version  of  the  earnings  model  in  Table  10  examines  the  two  military  variables 
ALL  VET  and  TRANSFER  and  their  effect  on  the  post-service  earnings  of  veterans.  In 
this  model,  the  results  of  veterans  status  are  different  from  the  earnings  model  in  Table  8. 
A  negative  wage  differential  of  approximately  3  percent  exists  in  the  weekly  and  yearly 
incomes  of  veterans.  No  statistically  significant  findings  were  noted  for  hourly  wage  rates. 
These  results  are  similar  to  those  in  Miller  (1991),  who  found  penalties  of  2  and  3  percent 
for  weekly  and  annual  income. 

The  coefficient  of  TRANSFER  was  large,  positive,  and  highly  significant  in  each  of  the 
three  models.  These  results  indicate  a  strong,  positive  relationship  between  the 
transferability  of  military  acquired  occupational  skills  and  higher  post-service  earnings  of 
veterans.  Miller  (1991)  also  found  that  veterans  with  transferable  occupations  earned  5 
percent  higher  annual  earnings  and  6  percent  higher  weekly  incomes  than  their  nonveteran 
counterparts.  Similar  conclusions  were  reached  by  Hirsch  and  Mehay  (1997),  who  found 
positive  returns  to  the  hourly  wage  rates  of  veterans  who  were  working  in  civilian  jobs 
similar  to  their  military  occupations. 
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Table  10.  OLS  Regressions  (Sample:  Male/All  Reserves) 

Log  WAGE  Log  INCWKLY  Loa  INCYRLY 
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Significant  at  .10  level;  **  Significant  at  .05  level;  ***Significant  at  .01  level 


In  Table  11,  the  ALL  VET  variable  is  used  in  conjunction  with  each  of  the  separate 
service  transfer  variables.  The  coefficient  values  for  ALLVET  are  similar  those  in  Table 
10.  Having  a  veteran  status  creates  earning  penalties  of  3.3  and  3.9  percent  in  weekly  and 
yearly  incomes,  respectively.  Veterans  status  had  no  statistically  significant  impact  on 
hourly  wages. 

The  transfer  variable  had  no  effect  on  the  earnings  of  Army  veterans.  Bryant  and 
Wilhite  (1990)  reached  a  similar  conclusion.  They  concluded  that  service  in  the  Army 
depresses  civilian  wages  and  training  obtained  in  the  Army  does  little  to  offset  the 
differential.  In  this  analysis,  Navy  veterans  with  transferable  occupations  experienced 
substantial  earnings  advantages  in  all  three  models.  Navy  veterans  received  premiums  of 
20.3,  25.3,  and  15  percent  in  hourly  wage  rates,  weekly  income,  and  annual  income, 
respectively.  Miller  (1991)  also  found  similar  returns  to  earnings  for  Navy  veterans 
working  in  civilian  jobs  that  were  similar  to  their  previous  military  occupations.  Air  Force 
veterans  also  received  substantial  earnings  premiums  in  all  three  models,  the  results  of 
which  are  consistent  with  those  in  Miller  (1991),  Bryant  and  Wilhite  (1990).  Marine 
Corps  veterans  with  transferable  job  skills  to  the  private  sector  received  large  earnings 
premiums  in  all  three  models.  The  Marine  Corps  finding  is  similar  to  that  in  Miller  (1991). 
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Table  11.  OLS  Regressions  /Sample:  Male/All  Reserves) 

Log  WAGE  _  _ Log  INCWKLY _  _ Log  INCYRLY 
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'Significant  at  .10  level;  "  Significant  at  .05  level;  "‘Significant  at  .01  level 


No  new  variables  were  introduced  into  the  earnings  model  in  Table  12.  The  model 
included  the  combination  of  military  variables,  TRANSFER,  ARMYVET,  NAVYVET, 
AFVET,  and  MCVET. 

The  TRANSFER  variable  was  positive,  large,  and  tested  significant  at  the  .01  level  in 
each  of  the  three  models.  Similar  results  for  the  TRANSFER  variable  were  found  in  Table 
10. 

The  effects  of  being  an  Army  veteran  on  earnings  are  the  same  as  in  Table  9,  negative, 
large,  and  significant  at  the  .01  level.  As  in  Table  9,  no  significant  findings  were  noted  in 
any  of  the  three  models  for  Navy  or  Air  Force  veterans.  Marine  Corps  veterans 
experienced  a  premium  in  hourly  wages,  weekly  income,  and  annual  earnings,  the  same 
results  were  noted  in  Table  9. 
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Table  12.  OLS  Regressions  (Sample:  Male/All  Reserves) 

Log  WAGE  _  _ Log  INCWKLY _ Log  INCYRLY 
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Significant  at  .10  level;  **  Significant  at  .05  level;  ***Significant  at  .01  level 


Table  13  contains  the  final  version  of  the  earnings  model  that  examines  the  effect  of 
ALL  VET  and  includes  new  variables  Length  of  Service  and  Length  of  Service  Squared. 

No  significant  findings  were  noted  for  the  ALL  VET  variable  in  any  of  models.  These 
results  are  consistent  with  the  models  in  Tables  8, 10  and  11. 

In  both  the  hourly  wage  and  yearly  income  models,  the  Length  of  Service  coefficient 
was  negative  and  very  small,  and  did  not  test  significant  at  any  acceptable  level.  In  all 
cases,  the  Length  of  Service  Squared  coefficient  was  essentially  zero,  and  was  also 
statistically  insignificant. 
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Table  13.  OLS  Regressions  (Sample:  Male/All  Reserves) 

Log  WAGE  _  _ Log  INCWKLY _ _ Log  INCYRLY 
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'Significant  at  .10  level;  **  Significant  at  .05  level;  '“Significant  at  .01  level 


C.  SUMMARY 


This  analysis  found  a  small  overall  negative  effect  of  military  service  on  the  post¬ 
service  earnings  of  veterans.  The  same  conclusion  was  reached  by  Miller  (1991)  using  the 
1986  RCS.  When  the  services  were  examined  separately.  Army  veterans  were  the  only 
group  who  experienced  an  earnings  penalty.  A  similar  conclusion  on  Army  veterans  was 
reached  by  Hirsch  and  Mehay  (1997).  Service  in  the  Navy  generally  had  no  effect  on 
veterans'  earnings.  Air  Force  and  Marine  Corps  veterans  were  the  only  groups  to  receive 
an  earnings  premium. 

Skill  transferability  had  a  large  and  positive  effect  on  veterans'  earnings.  When 
transferability  was  examined  separately  by  service  branches.  Army  veterans  with 
transferable  occupations  experienced  no  earnings  differentials.  A  similar  conclusion  was 
reached  Bryant  and  Wilhite  (1990)  who  found  that  service  in  the  Army  depressed  veterans' 
wages  and  training  had  little  offsetting  effect.  In  this  analysis.  Navy,  Air  Force,  and 
Marine  Corps  veterans  with  transferable  occupations  all  received  earnings  premiums. 

A  slightly  different  conclusion  was  reached  by  Bryant  and  Wilhite  (1990)  who  found  that 
service  in  the  Marine  Corps  had  a  negative  effect  on  veterans'  earnings  with  training 
providing  little  mitigating  effect.  Finally,  length  of  service  was  not  significant  in  any  of  the 
earnings  models. 
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V.  DATA  ANALYSIS  AND  PRESENTATION:  FEMALE  RESERVISTS 


A.  INTRODUCTION 

This  chapter  analyzes  the  effect  of  military  service  on  the  post-service  earnings  of 
female  veterans.  The  focus  of  this  analysis  is  to  compare  only  female  veterans  (reservists 
with  two  or  more  years  active  service)  and  nonveterans  (reservists  with  less  than  two 
years  of  active  service)  exclusively. 

B.  DESCRIPTIVE  STATISTICS 

Table  14  presents  the  descriptive  statistics  of  the  samples  used  for  each  of  the  three 
basic  earnings  models.  The  same  samples  are  used  throughout  this  chapter  and  consist  of 
female  reservists  from  the  AVF  period  who  met  the  criteria  described  in  Chapter  III.  The 
average  earnings  found  in  the  models  were  $1 1.25,  $469.59,  and  $19,650.27  for  hourly 
wage  rates,  weekly  income,  and  annual  earnings,  respectively.  Black  females  made  up  24 
percent  of  the  sample  and  Hispanics  7  percent.  The  average  age  of  all  the  reservists  was 
31.5.  Only  39  percent  were  married  and  the  average  number  of  children  was  .8.  Virtually 
all  (98  percent)  of  the  females  had  a  high  school  education  or  higher;  29  percent  of  the 
reservists  worked  in  the  public  administration  industry,  significantly  more  than  any  other 
single  industry;  32  percent  were  employed  in  administrative  occupations;  83  percent 
worked  in  full-time  civilian  jobs.  Veterans  made  up  36  percent  of  the  female  reservists 
and  had  an  average  length  of  service  of  5.05  years;  21  percent  of  veterans  had 
transferable  occupations.  Female  Navy  veterans  had  the  largest  transfer  rate  of  30 
percent.  Army  and  Air  Force  veterans  each  had  20  percent  transfer  rates  and  the  Marine 
Corps  veterans  were  slightly  lower  at  19  percent.  Of  note,  the  transfer  rates  for  veterans 
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were  computed  separately  and  afe  not  included  in  Table  14. 
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Table  14.  Descriptive  Statistics  of  Eaminas  Models 


Hourly  Waae  Model  (N=2819 


Weekly  Income  Model  (N=2851 


VARIABLES 


EARNINGS 


WAGE  RATE 


DEMOGRAPHICS 


BLACK 


HISPANIC 


CHILD 


AGE 


PRESENT 


SEPARATE 


DIVWIDOW 


HSGRAD 


SOMECOLL 


COLLGRAD 


COLLPLUS 


INDUSTRY 


AGRIMIN 


TRANSP 


TRADE 


FINANCE 


PROSERV 


PUBADM 


OCCUPATION 


MANAGER 


TECH 


SALES 


ADMIN 


CRAFT 


OPLABOR 


WORKPTC 


MILITARY 


ALLVET  * 


ARMYVET 


NAVYVET 


AFVET 


MCVET 


TRANSFER  * 


ARMYTRAN 


NAVYTRAN 


AFTRAN 


MCTRAN 


LOS 


‘Because  of  different  definitions 
MCVET  does  not  total  ALLVET. 


MEAN  STD  DEV 


11.25 


0.24 


0.07 


0.80 


31.46 


0.39 


0.03 


0.20 


0.19 


0.59 


0.13 


0.07 


0.48 


0.32 


0.21 


0.33 


0.13 


0.31 


0.15 


0.12 


0.15 


0.059 


2.93 


VARIABLES 


EARNINGS 


INCWEEKLY 


DEMOGRAPHICS 


BLACK 


HISPANIC 


CHILD 


AGE 


PRESENT 


SEPARATE 


DIVWIDOW 


HSGRAD 


SOMECOLL 


COLLGRAD 


COLLPLUS 


INDUSTRY 


AGRIMIN 


TRANSP 


TRADE 


FINANCE 


PROSERV 


PUBADM 


OCCUPATION 


MANAGER 


TECH 


SALES 


ADMIN 


CRAFT 


OPLABOR 


WORKPTC 


MILITARY 


ALLVET  * 


ARMYVET 


NAVYVET 


AFVET 


MCVET 


TRANSFER  * 


ARMYTRAN 


NAVYTRAN 


AFTRAN 


MCTRAN 


LOS 


MEAN  STD  DEV 


0.36 


0.11 


0.05 


0.12 


0.02 


0.11 


0.02 


0.01 


0.02 


0.003 


1.79 


0.48 


0.32 


0.21 


0.33 


0.13 


0.31 


0.15 


0.12 


0.15 


0.059 


2.93 


in  variables,  the  sum  of  ARMYVET,  NAVYVET,  AFVET,  and 
A  similar  situation  exists  for  the  transfer  variables. 


Table  14.  (Continued)  Descriptive  Statistics  of  Eaminas  Models 


Yearly  Income  Model  (N=2505 


0.36 


0.11 


0.05 


0.13 


0.02 


0.11 


0.02 


0.01 


0.03 


MCTRAN _  0.003  I  0,06 

[LOS  |  1.83  I  2.96 

•Because  of  different  definitions  in  variables,  the  sum  of  ARMYVET,  NAVYVET,  AFVET,  and 
MCVET  does  not  total  ALLVET.  A  similar  situation  exists  for  the  transfer  variables. 
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C.  MULTIVARIATE  ANALYSIS 


Results  from  estimating  the  earnings  models  are  presented  in  Tables  15-20.  For 
comparison  purposes,  each  table  contains  the  three  basic  earnings  models:  hourly  wage, 
weekly  income,  and  yearly  income.  Each  table  contains  a  specific  version  of  the  basic 
earnings  model  (each  defined  by  various  military  variables).  To  avoid  repetitive 
discussions,  a  single  compilation  of  common  findings  for  demographic,  industry,  and 
occupation  variables  is  provided  in  the  first  part  of  the  discussion. 

The  high  adjusted  R2  values  for  all  the  earnings  models  indicate  they  provided  a 
reasonable  explanation  for  the  variances  in  reservists'  earnings.  Of  the  three  basic  earnings 
models.  Log  INCYRLY  provided  the  best  fit  with  an  adjusted  R2  value  of  .326. 

Black  and  Hispanic  reservists  were  compared  to  white  reservists  in  each  of  the  six 
specific  earnings  models.  In  the  hourly  wage  and  weekly  income  models,  blacks 
experienced  earnings  premiums,  but  there  was  no  significant  difference  in  the  annual 
income  models.  On  average  blacks  earned  7.5  percent  higher  hourly  wage  rates  and  8.6 
percent  higher  weekly  income  than  whites.  Hispanics  out-earned  white  and  black 
reservists  in  all  hourly  and  weekly  income  models  with  no  significant  differences  for  yearly 
income.  Hispanics  averaged  nearly  14  percent  higher  hourly  wages  and  16.6  percent 
higher  weekly  income  than  white  reservists.  These  findings  support  those  of  Mehay  and 
Hirsch  (1996),  who  found  that  female  non-white  veterans  have  sizable  wage  advantages 
over  white  non-veterans. 

In  every  model  each  additional  year  of  age  had  a  positive  effect  on  reservists'  earnings. 
The  average  premiums  received  were  6,  9,  and  12  percent  for  hourly  wage  rates,  weekly 
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earnings,  and  yearly  income,  respectively;  very  similar  to  the  results  for  male  reservists. 
The  age  squared  variable  was  negative  and  statistically  significant  in  all  cases  indicating 
that  reservists'  earnings  would  continue  to  rise  until  a  certain  age,  level  off,  then  decline. 
These  findings  are  consistent  with  those  in  similar  studies  on  male  veterans  (Bryant  and 
Wilhite,  1990).  Surprisingly,  being  married,  separated,  or  divorced  or  widowed  had  no 
significant  impact  on  the  reservists'  earnings. 

Reservists  with  children  experienced  an  earnings  penalty  of  4.6  percent  in  annual 
income.  No  significant  earnings  differences  were  noted  in  the  hourly  wage  rates  or  weekly 
incomes.  Mehay  and  Hirsch  (1996),  using  1986  RCS  data,  also  found  that  female 
reservists  received  an  earnings  penalty  for  having  children.  Specifically,  they  found 
veterans  received  3.6  percent  lower  hourly  wages  than  nonveterans. 

In  this  thesis,  education  was  categorized  into  four  separate  levels;  high  school 
graduate,  some  college,  college  graduate,  and  college  plus.  Each  education  variable  was 
compared  against  the  base  of  a  reservist  who  was  a  non-high  school  graduate.  In  all 
cases,  having  a  high  school  education  or  "some  college"  did  not  significantly  impact 
reservists'  earnings.  Reservists  with  a  four-year  college  degree  received  substantial 
earnings  premiums  of  19  percent  higher  hourly  wages  and  13.7  percent  higher  annual 
incomes.  Reservists  whose  education  went  beyond  a  four-year  degree  experienced  the 
highest  earnings  premiums  of  23, 21,  and  29  percent  in  hourly  wages,  weekly  income,  and 
annual  income,  respectively.  Mehay  and  Hirsch  (1996)  also  found  a  positive  relationship 
between  earnings  and  education. 
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Each  industry  variable  used  in  the  earnings  models  was  compared  to  the  base  industry 
manufacturing.  In  all  but  one  case,  there  were  no  earnings  differentials  noted  for 
reservists  working  in  agriculture  or  mining.  No  significant  earnings  differentials  were 
noted  in  any  of  the  models  for  reservists  working  in  the  financial  or  professional  services 
industries.  In  every  case,  working  in  the  transportation  industry  provided  reservists  with 
an  earnings  premium.  On  average  transportation  workers  earned  10,  18,  and  1 1  percent 
higher  hourly  wage  rates,  weekly  income,  and  yearly  income,  respectively.  Reservists 
working  in  the  trade  industry  suffered  an  earnings  penalty  in  every  model.  Trade  workers 
received  20  percent  lower  hourly  wage  rates  and  weekly  income,  and  14  percent  lower 
annual  income.  Like  the  transportation  industry,  working  in  public  administration  had  a 
large,  positive  effect  on  reservists'  earnings.  On  average,  public  administration  workers 
earned  premiums  of  9, 13.4,  and  19.4  percent  in  hourly  wage  rates,  weekly  income,  and 
yearly  income,  respectively. 

The  occupation  variables  included  in  the  earnings  models  were  all  compared  to  the 
base  occupation  services.  In  every  earnings  model,  reservists  working  as  managers, 
technicians,  and  in  crafts  had  large  earnings  premiums.  Reservists  working  in 
administrative  jobs  experienced  an  average  earnings  premium  of  9  percent  in  all  yearly 
income  models  and  5  percent  in  hourly  wage  rates;  no  significant  earnings  differentials 
were  noted  for  the  weekly  income  models.  There  were  no  significant  findings  in  any  of 
the  earnings  models  for  reservists  working  in  sales  or  laborer  type  jobs.  Reservists 
working  in  part-time  civilian  jobs  suffered  large,  significant  earnings  penalties  when 
compared  to  reservists  with  full-time  jobs.  Part-time  workers  received  earnings  penalties 
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of  8.9,  3 1,  and  38.5  percent  in  hourly  wage  rates,  weekly  income,  and  annual  earnings, 
respectively. 

The  version  of  the  earnings  model  in  Table  15  was  specifically  designed  to  capture  the 
individual  effect  of  veteran  status  on  the  post-service  earnings  of  female  veterans.  Having 
a  veterans  status  produced  an  earnings  penalty  of  5.6  percent  in  annual  income  only.  The 
coefficients  for  the  ALL  VET  varaible  were  also  negative  in  the  hourly  wage  and  weekly 
income  models,  but  were  statistically  insignificant  Similar  conclusions  were  reached  by 
Mehay  and  Hirsch  (1996)  using  the  1986  RCS  data. 

The  version  of  the  earnings  model  in  Table  16  includes  the  veteran  variable 
decomposed  into  the  four  service  branches  to  determine  their  separate  effects  on  veterans 
earnings.  The  variables  include  ARMYVET,  NAVYVET,  AFVET,  and  MCVET.  No 
statiscally  significant  earnings  differentials  were  noted  for  Army,  Air  Force,  or  Marine 
Corps  veterans  in  any  of  the  models.  Navy  female  veterans  did  experience  an  earnings 
penalty  of  9.9  percent  in  annual  income,  but  no  statistically  significant  differences  were 
noted  in  the  hourly  wage  rate  or  weekly  income  models. 

The  version  of  the  earnings  model  in  Table  17  contains  the  military  variables  ALL  VET 
and  TRANSFER.  The  values  for  the  ALL  VET  coefficients  were  very  similar  to  those  in 
Table  15.  An  earnings  penalty  of  7.4  percent  in  annual  income  was  experienced  by 
reservists  with  a  veterans  status.  No  earnings  differentials  were  noted  for  the  hourly  wage 
rates  or  weekly  income  models.  In  all  three  models,  the  coefficient  of  the  TRANSFER 
variable  was  large,  positive  and  statistically  significant.  Veterans  with  transferable 
occupations  earned  premiums  of  6,  13.6,  and  11.6  percent  in  hourly  wages,  weekly 
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income,  and  yearly  income,  respectively. 
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Table  15.  OLS  Regressions  (Sample:  Female/All  Reserves) 

Log  WAGE  _  _ Log  INCWKLY _  _ Log  INCYRLY 
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'Significant  at  .10  level;  **  Significant  at  .05  level;  ***Significant  at  .01  level 
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Table  17.  OLS  Regressions  (Sample:  Female/All  Reserves) 

Log  WAGE _ Log  INCWKLY _ Log  INCYRLY 
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Significant  at  .10  level;  **  Significant  at  .05  level;  ***Significant  at  .01  level 


Table  18  contains  the  version  of  the  earnings  models  that  uses  the  variable  ALL  VET 
in  conjunction  with  each  of  the  separate  service  transfer  variables.  The  coefficient  values 
for  the  ALLVET  variable  were  very  similar  to  those  in  Tables  15  and  17.  Veteran  status 
created  an  earnings  penalty  of  8.2  percent  in  yearly  income.  No  significant  earnings 
differentials  for  veterans  were  noted  in  the  hourly  wage  and  weekly  income  models. 
Having  a  transferable  occupation  did  not  impact  the  earnings  of  Army  of  Marine  Corps 
veterans  in  any  of  the  three  models.  Air  Force  and  Navy  veterans  benefited  the  most  from 
having  civilian  careers  that  were  similar  to  their  military  occupations,  both  earning  sizable 
premiums  in  weekly  and  annual  incomes.  Air  Force  veterans  received  the  largest 
premiums  of  17.3  and  24.9  percent  in  weekly  and  yearly  earnings,  respectively. 

The  version  of  the  earnings  model  in  Table  19  does  not  introduce  any  new  variables. 
The  model  uses  the  TRANSFER  variable  along  with  each  of  the  separate  veterans 
variables:  ARMYVET,  NAVYVET,  AFVET,  and  MCVET.  The  coefficient  values  in 
Table  19  for  the  TRANSFER  variable  are  similar  to  those  in  Table  17.  Veterans  with 
transferable  occupations  earned  12.8  and  10.6  percent  higher  weekly  and  annual  incomes, 
respectively.  Unlike  the  findings  in  Table  17,  there  were  no  differentials  noted  in  the 
hourly  wage  model  for  the  TRANSFER  variable.  Army,  Air  Force,  and  Marine  Corps 
veterans  had  no  earnings  differentials  in  any  of  the  models.  Navy  veterans  experienced  an 
earnings  penalty  of  12. 1  percent  in  annual  income  when  compared  to  non  veterans  and  the 
other  service  branches.  No  earnings  differentials  were  noted  for  Navy  veterans  in  hourly 
wages  or  weekly  income. 
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Table  18.  OLS  Regressions  (Sample:  Female/All  Reserves) 

Log  WAGE  _  _ Log  INCWKLY _  _ Log  INCYRLY 
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'Significant  at  .10  level;  **  Significant  at  .05  level;  ‘"Significant  at  .01  level 


Table  19.  OLS  Regressions  (Sample:  Female/All  Reserves) 

Log  WAGE _ Log  INCWKLY _ Log  INCYRLY 


1“ 

t 

CO 

1 

H 

o 

o 

O 

o 

d 

i 

CD 

o 

CD 

od 

3 

T— 

CD 

00 

CD 

■M- 

T— 

d 

CM 

CO 

N* 

d 

CM 

O 

00 

d 

i 

CO 

00 

CD 

CO 

o 

CO 

T— 

o 

CM 

CM 

* 

CM 

CD 

Is- 

3 

o 

Is- 

in 

CO 

<o 

CD 

CD 

d 

* 

CD 

CD 

00 

T— 

3 

o 

ID 

O 

CO 

CM 

CO 

CO 

o 

00 

CD 

T— 

1 

CM 

CO 

CO 

CD 

* 

i 

^r 

■M* 

1 

00 

CD 

O 

00 

co 

o 

T— 

o 

2.624  ***  | 

! 

CO 

q 

CD 

ID 

CM 

d 

l 

CD 

ID 

CM 

CM 

r- 

* 

00 

CD 

00 

c\i 

o 

CO 

CO 

T— 

1 

o 

xr 

CM 

CM 

o 

o 

Is- 

d 

CM 

r* 

CD 

d 

* 

? 

CD 

CM 

00 

1- 

Z 

Ui 

o 

LL 

LL 

UJ 

O 

o 

o 

o 

d 

ri- 

O 

o 

d 

CD 

T— 

d 

o 

o 

d 

1 

CM 

T — 

o 

d 

rr 

o 

d 

i 

r- 

CM 

O 

d 

Is- 

O 

o 

■ 

Is- 

00 

o 

d 

00 

O 

d 

CO 

T— 

d 

CM 

O) 

CM 

d 

ID 

ID 

O 

d 

i 

CD 

V 

o 

CD 

CO 

d 

o 

d 

CO 

O 

d 

CD 

T— 

d 

K 

CD 

d 

CM 

M- 

d 

CD 

o 

o 

d 

i 

CO 

CD 

O 

d 

CD 

5 

o 

ID 

T— 

o 

d 

00 

CO 

CO 

d 

CD 

o 

T— 

d 

CD 

■M- 

O 

d 

i 

CM 

T— 

d 

ID 

CM 

o 

d 

1 

O 

00 

o 

d 

ID 

CO 

CM 

Is- 

CD 

CM 

CO 

d 

* 

* 

* 

CD 

CO 

CO 

T“ 

’M- 

■M- 

O 

ID 

CM 

VARIABLE 

CO 

o 

X 

CL 

CL 

O 

O 

s 

UJ 

D 

* 

§ 

CD 

O 

Z 

2 

CO 

X 

LU 

1 

CM 

LU 

II 

1— 

Z 

UJ 

CO 

UJ 

cl 

CL 

UJ 

§ 

2 

UJ 

CO 

i 

9 

c5 

Q 

-j 

X 

CJ 

Q 

< 

X 

CD 

CO 

x^ 

-J 

O 

O 

LU 

2 

o 

CO 

Q 

< 

CL 

CD 

-j 
_ i 

O 

CD 

CO 

3 

_i 

CL 

_J 

o 

£ 

£ 

O 

z 

Z 

2 

CL 

I 

CL 

co 

z 

< 

X 

1- 

LU 

1 

LU 

O 

Z 

< 

z 

LL 

> 

CL 

LU 

CO 

O 

CL 

IX 

32 

D 

Si 

3 

CL 

o 

< 

CL 

3 

a 

a 

o 

CL 

LU 

3 

< 

5 

X 

o 

LU 

1- 

CO 

UJ 

—1 

1 

z 

a 

< 

\— 

LL 

< 

CL 

O 

CL 

§ 

CL 

O 

O 

1 — 
CL 
* 

1 

£ 

< 

h 

□ 

s 

CL 

UJ 

LL 

CO 

z 

< 

CL 

1- 

h- 

UJ 

> 

>- 

CL 

< 

h 

UJ 

< 

Z 

h“ 

UJ 

> 

LL 

< 

h- 

UJ 

> 

o 

s 

CL 

LU 

o 

CL 

LU 

H 

Z 

UJ 

CL 

< 

3 

a 

(0 

1 

CL 

“0 

a 

< 

UJ 

3 

s 

LL 

z 

£ 

0) 

1 

h- 

J 

00 

CM 

CM 

CO 

1 

00 

o 

CD 

00 

3 

ID 

ID 

O 

3 

■M" 

CD 

O 

ID 

ID 

O 

CD 

d 

Is- 

CM 

d 

CM 

O 

CO 

d 

CM 

CD 

T— 

"?r 

CO 

d 

TT 

ID 

CO 

o 

00 

00 

CM 

T— 

5 

CD 

O 

0 

CM 

0 

Is- 

o 

o 

* 

* 

* 

CO 

CD 

CM 

4.606  ***  ! 

CD 

O 

CM 

d 

O 

T~ 

: 

* 

CD 

CO 

3 

o 

CO 

CD 

* 

^3- 

h- 

0 

Is- 

co 

T- 

o 

'M- 

i 

* 

0 

0 

CO 

CO 

0 

O 

CM 

10.290***  | 

3 

0 

0 

"3- 

0 

^r 

0 

T“ 

d 

0 

o 

T— 

CD 

0 

0 

d 

0 

CM 

o 

♦ 

* 

o 

o 

0 

od 

T— 

h- 

z 

UJ 

o 

LL 

LL 

UJ 

O 

o 

CO 

00 

o 

d 

ID 

CD 

V“ 

d 

00 

CO 

o 

d 

T— 

o 

o 

d 

i 

00 

o 

d 

1 

CD 

T— 

o 

d 

o 

T— 

o 

9 

h- 

o 

d 

o 

*— 

o 

d 

CD 

^r 

o 

d 

00 

CD 

O 

d 

CM 

CM 

d 

M" 

0 

O 

d 

CO 

d 

CD 

CD 

T— 

d 

i 

CD 

O 

O 

d 

CD 

CO 

O 

d 

CO 

o 

T~ 

0 

T“ 

d 

0 

CM 

d 

o 

Is- 

o 

d 

• 

CD 

CO 

O 

d 

Is- 

T” 

CM 

d 

2 

O 

d 

0 

T” 

0 

d 

i 

0 

CM 

d 

0 

o 

o 

d 

0 

0 

O 

d 

i 

0 

CM 

O 

d 

0 

▼- 

o 

o 

CD 

0 

CD 

0 

0 

CD 

Is- 

CM 

o 

* 

* 

* 

0 

0 

Is- 

0 

o 

0 

0 

CM 

VARIABLE 

CO 

a 

1 

2 
0 
O 
2 
UJ 

a 

§ 

CD 

O 

Z 

2 

CO 

X 

LU 

< 

CM 

LU 

< 

h- 

z 

UJ 

<0 

UJ 

CL 

UJ 

< 

DL 

2 

UJ 

CO 

§ 

o 

Q 

Q 

Q 

-J 

X 

o 

O 

< 

X 

0 

CO 

X 

_i 
_ i 

O 

O 

LU 

2 

O 

0 

Q 

< 

CL 

0 

_i 

_i 

O 

o 

0 

3 

_l 

CL 

_J 

o 

o 

3 

a 

z 

Z 

2 

CL 

3 

CL 

0 

1 

H 

LU 

1 

h- 

UJ 

a 

z 

< 

z 

LL 

> 

CL 

LU 

0 

O 

CL 

CL 

Q 

m 

3 

CL 

o 

< 

a 

3 

o 

o 

o 

CL 

UJ 

3 

z 

i 

X 

o 

LU 

1— 

0 

UJ 

-J 

2 

z 

2 

Q 

< 

1 — 
LL. 
< 
CL 
O 

CL 

O 

CD 

2 

CL 

O 

a 

H- 

CL 

CL 

i 

< 

i- 

-i 

s 

CL 

UJ 

LL 

0 

z 

< 

CL 

1- 

1— . 
UJ 
> 
> 
2 
CL 
< 

I — 
LU 
> 
> 

< 

z 

1— 

LU 

> 

LL 

< 

h“ 

LU 

> 

O 

h* 

CL 

LU 

O 

CL 

UJ 

H 

Z 

LU 

CL 

< 

3 

a 

0 

i 

a: 

"3 

< 

UI 

3 

2 

LL 

z 

__ 

_ 

L_J 

. 

L“" J 

H 

£ 

°? 

H 

! 

CO 

CD 

CM 

CO 

* 

5 

CO 

CM 

Is- 

00 

3 

CO 

CD 

3 

00 

ID 

CM 

CO 

h- 

CO 

CM 

d 

CD 

ID 

CD 

CO 

CD 

CO 

CM 

o 

Is- 

00 

CM 

d 

o 

CD 

CO 

d 

*3" 

Is- 

0 

T— 

3 

0 

T“ 

GO 

CM 

3 

CD 

0 

CM 

CO 

h- 

Is- 

CO 

T“ 

* 

CO 

r- 

T“ 

3 

CO 

CM 

ID 

CO 

0 

CO 

T— 

CD 

d 

i 

it 

CD 

CM 

■M* 

CO 

3 

T— 

o 

3 

CD 

O 

0 

0 

CO 

Is- 

d 

♦ 

r- 

0 

0 

3 

0 

CO 

0 

Is- 

Is- 

$ 

* 

r- 

o 

^3* 

CO 

Is- 

0 

q 

o 

^3" 

0 

d 

0 

0 

0 

o 

CM 

0 

CM 

CD 

T— 

d 

* 

CM 

O 

00 

H 

Z 

UJ 

o 

LL 

LL 

UJ 

O 

o 

R 

O 

d 

00 

CO 

T— 

d 

ID 

O 

o 

5 

o 

d 

i 

CD 

o 

o 

d 

CD 

CO 

O 

d 

£ 

o 

d 

« 

CO 

o 

o 

o 

i 

Tr 

s 

d 

ID 

00 

O 

d 

Is- 

0 

T— 

d 

CM 

CO 

CM 

d 

CO 

CD 

O 

d 

1 

0 

CD 

O 

o 

CD 

CD 

d 

CD 

^3- 

O 

d 

i 

0 

o 

o 

d 

■ 

CM 

CD 

o 

O 

CD 

CM 

O 

CM 

O 

CM 

O 

CM 

CO 

o 

d 

i 

o 

0 

o 

d 

0 

Is- 

o 

0 

CO 

o 

o 

o> 

O 

o 

r 

T— 

0 

o 

d 

h- 

T— 

o 

d 

CD 

CM 

O 

o 

i 

T— 

TT 

o 

d 

T~ 

o 

d 

Is- 

o> 

0 

d 

T- 

0 

o 

CM 

o 

* 

1 

0 

CM 

0 

CM 

CD 

T“ 

0 

CM 

VARIABLE 

0 

a 

£ 

2 

o 

o 

2 

ui 

a 

* 

§ 

CD 

O 

Z 

2 

CO 

X 

UJ 

1 

CM 

LU 

CD 

< 

1“ 

z 

LU 

CO 

UJ 

CL 

CL 

UI 

§ 

2 

UJ 

CO 

i 

9 

5^ 

a 

-j 

X 

o 

O 

< 

CL 

0 

CO 

X 

.j 

O 

O 

UI 

2 

O 

0 

D 

< 

CL 

0 

_ l 

_J 

o 

CD 

0 

3 

_l 

CL 

_l 

-l 

o 

(J 

fe 

h- 

0 

D 

O 

z 

Z 

2 

CL 

0 

< 

CL 

0 

z 

< 

a: 

H 

UJ 

a 

< 

CL 

1- 

LU 

o 

< 

z 

LL 

> 

CL 

LU 

0 

O 

CL 

CL 

2 

1 

3 

_CL 

o 

< 

a. 

3 

a 

o 

o 

CL 

UJ 

0 

2 

< 

2 

X 

o 

LU 

h- 

0 

UI 

-J 

< 

CO 

z 

2 

Q 

< 

t 

2 

CJ 

CL 

§ 

2 

CL 

o_ 

O 

H 

CL 

iL 

CL 

O 

li 

< 

H 

□ 

s 

CL 

LU 

U 

0 

< 

CL 

1- 

3“ 

UJ 

> 

> 

2 

CL 

< 

h- 

UI 

> 

> 

< 

z 

H 

LU 

> 

U 

< 

H* 

UJ 

> 

O 

2 

H 

CL 

UJ 

o 

CL 

UJ 

H- 

Z 

UJ 

CL 

< 

3 

a 

0 

i 

CL 

”0 

Q 

< 

LU 

3 

-J 

LL_ 

Z 

65 


Significant  at  .10  level;  **  Significant  at  .05  level:  ***Significant  at  .01  level 


The  final  version  of  the  earnings  model  is  presented  in  Table  20  and  includes  the 
variables  ALL  VET,  length  of  service(LOS),  and  length  of  service  squared  (LOS2).  None 
of  the  coefficients  for  the  ALL  VET  variable  were  statistically  significant  in  any  of  the 
models.  The  coefficient  for  length  of  service  was  significant  in  the  hourly  wage  model 
only  with  an  earnings  penalty  of  1 .9  percent  for  each  additional  year  of  service.  In  the 
same  model,  length  of  service  squared  was  positive  and  statistically  significant,  but  very 
small  (.001).  Neither  length  of  service  or  its  square  were  found  to  be  significant  in  the 
weekly  or  annual  income  models. 
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D.  SUMMARY 


This  analysis  found  a  significant  negative  effect  of  veteran  status  on  the  post-service 
earnings  of  female  veterans  who  served  during  the  AVF  era.  The  same  conclusion  was 
reached  by  Mehay  and  Hirsch  (1996)  who  used  1986  RCS  data  and  found  a  wage  penalty 
of  6.9  percent  for  female  veterans  of  the  same  era.  When  this  analysis  examined  the 
services  separately,  only  Navy  female  veterans  experienced  an  earnings  penalty;  no 
earnings  differentials  were  noted  for  the  other  services  in  any  of  the  models. 

The  overall  effect  of  TRANSFER  was  large  and  positive.  When  the  services  were 
examined  separately.  Navy  and  Air  Force  veterans  with  transferable  occupations  received 
large  and  significant  earnings  premiums.  There  were  no  effects  of  TRANSFER  noted  for 
Army  or  Marine  Corps  veterans  in  any  of  the  earnings  models. 

This  analysis  also  found  that  black  and  Hispanic  female  reservists  out-earned  whites  in 
hourly  wages  and  weekly  income.  A  similar  conclusion  was  reached  by  Mehay  and  Hirsch 
(1996)  who  found  that  non-white  female  veterans  from  the  AVF  era  out-earned  their  non¬ 
veteran  counterparts  as  well  as  white  veterans.  Finally,  length  of  service  had  a  small 
negative  effect  on  the  hourly  wages  of  all  veterans,  but  did  not  impact  weekly  or  annual 
incomes. 

Both  male  and  female  veterans  received  negative  returns  to  earnings  because  of 
military  service,  however,  females  suffered  much  larger  penalties.  Black  female  reservists 
received  higher  weekly  and  annual  incomes  than  white  females;  the  opposite  was  found  for 
black  and  white  male  reservists.  Both  Hispanic  males  and  females  reservists  outeamed 
their  white  counterparts  in  all  hourly  wage  and  weekly  income  models.  Having  a 
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transferable  occupation  produced  large  and  positive  earnings  premiums  for  all  male  and 
female  veterans. 
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VI.  DATA  ANALYSIS  AND  PRESENTATION:  RESERVE  COMPONENTS 
A.  INTRODUCTION 

This  chapter  further  examines  the  post-service  earnings  of  veterans  by  estimating  the 
effect  of  veteran  status  separately  for  each  reserve  component.  The  objective  is  to 
determine  whether  the  difference  in  earnings  between  veterans  and  nonveterans  differ  by 
reserve  component.  One  reason  this  might  occur  is  due  to  the  differences  in  the  mix  of 
skills  across  components.  The  Army  Reserve  and  Army  National  Guard  make  up  about 
one-half  of  the  active  Army's  total  force  structure.  The  Army  Reserve's  primary  mission 
includes  transportation,  training,  logistic  support,  and  staff  support  and  to  a  much  smaller 
extent  combat  support.  The  Army  National  Guard's  primary  mission  is  combat  support; 
however,  they  do  provide  some  non-combat  support.  The  roles  and  missions  of  the  Naval 
Reserve  and  active  Navy  are  very  similar.  The  Naval  Reserve's  roles  range  from  fleet 
logistics  and  maritime  patrol  to  surface  combatants  and  medical  support  units.  The  Ar 
National  Guard's  role  is  primarily  combat  support  of  the  active  Ar  Force.  The  Air  Force 
Reserve  contributes  to  nearly  every  mission  area  including  combat,  though  the  majority  of 
its  roles  are  non-combat  oriented.  The  Marine  Corps  Reserve's  missions  closely  resemble 
those  of  the  Active  Marine  Corps  including  combat  and  non-combat  support.  The 
differences  in  these  missions  requires  different  skill  mixes.  Thus,  the  skills  of  both 
veterans  and  nonveterans  may  differ.  Furthermore,  differences  may  arise  between  veterans 
and  nonveterans  within  a  component  if  that  component  fills  some  positions  with  prior 
service  veterans  and  other  positions  with  nonveterans.  Finally,  there  may  be  significant 
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differences  among  components  in  total  demand  requirements  and  the  availability  of 
positions  at  the  local  geographical  level. 

B.  DESCRIPTIVE  STATISTICS 

Table  21  presents  the  descriptive  statistics  for  the  basic  variables  for  each  component. 
The  sample  sizes  varied  from  2,800  for  the  Army  National  Guard  to  600  for  the  Naval 
Reserve.  Air  Force  reservists  had  the  highest  hourly  wage  rate  and  weekly  income  at 
$14.18  and  $623.98,  respectively.  Reservists  in  the  Army  National  Guard  had  the  lowest 
hourly  wage  rate  and  weekly  income  at  $10.47  and  $466.55,  respectively.  This  is 
expected  since  Army  Guardsmen  are  trained  largely  in  combat  MOS's,  a  non-transferable 
skill.  Air  Force  National  Guardsman  earned  the  highest  annual  income  at  $25,  652.97, 
while  Marine  Corps  reservists  earned  the  lowest  ($19, 463.49).  The  Army  Reserve  had 
the  largest  percentage  of  blacks  (16  percent);  only  5  percent  of  the  Air  National 
Guardsman  were  black.  The  Marine  Corps  Reserve  had  the  largest  percentage  of 
Hispanics  (12  percent)  while  the  Army  National  Guard  and  Naval  Reserve  had  the  lowest 
(6  percent).  The  average  number  of  children  was  highest  for  the  Army  Reserve  (1.47)  and 
lowest  for  the  Marine  Corps  Reserve  (.64).  The  Naval  Reserve  had  the  oldest  members 
with  an  average  age  of  3 1 .70  years;  Marine  Corps  reservists  were  the  youngest  (25.97 
years).  The  Naval  Reserve  and  Air  Force  Reserve  had  the  highest  percentage  of  married 
members,  64  percent,  compared  to  only  43  percent  for  the  Marine  Corps  Reserve. 

The  divorced  or  widowed  percentage  was  highest  in  the  Air  Force  Reserve  (1 1  percent) 
and  lowest  in  the  Marine  Corps  Reserve  (4  percent).  The  Marine  Corps  Reserve  had  the 
highest  percentage  of  reservists  with  a  high  school  education  or  higher  (99  percent);  the 
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Army  National  Guard  had  the  lowest  (88  percent).  The  Naval  Reserve  had  the  highest 
percentage  of  members  with  four-year  college  degrees  (13  percent);  the  Army  National 
Guard  had  the  lowest  (7  percent). 

On  average,  more  reservists  worked  in  public  administration  than  any  other  single 
industry.  The  Air  National  Guard  had  by  far  the  largest  percentage  of  members  working  in 
public  administration  (45  percent).  The  trade  industry  accounted  for  the  second  largest 
percentage  of  working  reservists. 

The  Naval  Reserve  had  the  highest  percentage  members  who  were  managers  (17 
percent);  the  Army  National  Guard  had  the  lowest  (1 1  percent).  The  Naval  Reserve,  Air 
Force  Reserve,  and  Air  National  Guard  all  had  the  highest  percentage  of  members  who 
were  technicians  (9  percent);  the  Army  Reserve,  Army  National  Guard,  and  Marine  Corps 
Reserve  all  had  the  lowest  percentage  of  technicians  (5  percent).  The  Marine  Corps 
Reserve  had  the  highest  percentage  of  salesman  (14  percent);  the  other  reserve 
components  averaged  of  about  7  percent.  The  percentage  of  administrative  workers  was 
roughly  equal  for  all  reserve  components  (7-1 1  percent).  The  Army  National  Guard  had 
the  largest  percentage  of  laborers  (28  percent);  only  10  percent  of  the  Air  National  Guard 
members  had  laborer-type  jobs;  the  lowest  of  all  reserve  components.  The  majority  of  all 
reservists  worked  in  craft-related  occupations.  The  Air  National  Guard  had  the  highest 
percentage  of  members  who  were  craftsman  (38  percent);  the  Marine  Corps  Reserve  had 
the  lowest  (14  percent).  Most  reservists  worked  in  full-time  civilian  jobs.  The  Marine 
Corps  Reserve  had  the  highest  percentage  of  part-time  workers  (20  percent);  the  Air 
National  Guard  had  the  lowest  (9  percent). 
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The  Air  Force  Reserve  had  the  highest  percentage  of  members  who  were  veterans  (66 
percent);  the  Marine  Corps  Reserve  had  the  lowest  (23  percent).  The  Naval  Reserve  had 
the  highest  percentage  of  reservists  with  transferable  occupations  to  the  private  sector  (20 
percent);  the  Army  Reserve  had  the  lowest  (9  percent).  When  veterans  were  examined 
separately,  3 1  percent  of  the  Naval  Reserve  veterans  had  transferable  occupations- 
followed  by  24  percent  of  Air  Force  Reserve  veterans,  22  percent  of  Marine  Corps 
veterans,  16  percent  of  Air  National  Guard  veterans,  12.6  percent  of  the  Army  Reserve, 
and  9  percent  of  the  Army  National  Guard  veterans.  The  transfer  rates  for  the  veterans 
were  computed  separately  and  are  not  included  in  Table  21. 
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Table  21.  Descriptive  Statistics  of  Earnings  Models  (Bv  Reserve  Component) 
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The  variable  values  were  determined  by  calculating  the  average  descriptive  statistic  values  from  the  samples 
used  in  the  three  basic  earnings  models. 


C.  MULTIVARIATE  ANALYSIS 


Results  from  estimating  the  earnings  models  are  presented  in  Tables  22-27.  Each  table 
contains  the  three  basic  earnings  models;  hourly  wage,  weekly  income,  and  yearly  income. 
Each  table  also  contains  the  same  specified  earnings  model  that  includes  the  military 
variables  ALL  VET  and  TRANSFER.  The  high  adjusted  R2  value  for  each  of  the  models 
indicated  they  provided  a  reasonable  explanation  of  the  variation  in  earnings.  Of  the  three 
models,  the  annual  income  model  provided  the  best  fit  with  an  average  adjusted  R2  value 
of  .3 102. 

Table  22  presents  the  results  of  the  earnings  models  for  the  Army  Reserve  component. 
When  black  and  Hispanic  reservists  were  compared  to  whites,  no  earning  differentials 
were  noted  in  any  of  the  earnings  models.  Age  provided  earnings  premiums  of  6.4  and 
17.2  percent  in  weekly  and  annual  incomes,  respectively,  but  no  differences  were  noted  in 
the  hourly  wage  rate  model.  When  compared  to  singles,  married  Army  reservists  earned 
1 1.8  and  21.9  percent  higher  weekly  and  annual  incomes,  respectively;  separated  reservists 
earned  26  percent  higher  weekly  income;  and  divorced/widowed  earned  16.5  percent 
higher  annual  income.  Having  children  had  no  effect  on  Army  reservists'  earnings.  When 
compared  to  Army  reservists  who  did  not  graduate  high  school,  high  school  graduates 
earned  11.8  percent  higher  yearly  incomes;  those  with  "some  college"  earned  12.2  percent 
higher  hourly  wages;  four-year  college  graduates  earned  16.2  percent  higher  hourly 
wages;  and  those  with  "college  plus"  earned  premiums  of  28.4,  21.9,  and  17.8  percent  in 
hourly  wages,  weekly  incomes,  and  yearly  incomes,  respectively. 


76 


All  industry  variables  were  compared  to  manufacturing.  Working  in  agriculture, 
mining,  or  transportation  had  no  effect  on  Army  reservists'  earnings.  Army  reservists 
working  in  the  trade,  finance,  and  professional  services  industries  all  experienced  large 
earnings  penalties.  Reservists  working  in  public  administration  received  earnings 
premiums  of  17.9, 16.9,  and  24.9  percent  in  hourly  wages,  weekly  income,  and  yearly 
income,  respectively. 

All  occupation  variables  were  compared  to  the  base  occupation  services.  Army 
reservists  working  in  occupations  other  than  services  received  earnings  premiums.  Craft 
workers  experienced  the  largest  premiums  of  20.2  and  20.9  percent  in  weekly  and  annual 
incomes,  respectively.  Reservists  working  as  technicians  earned  the  highest  earnings 
premium  of  23.8  percent  in  annual  income.  Working  as  a  laborer  had  no  effect  on 
reservists'  earnings.  Working  part-time  had  a  significant  negative  effect  on  earnings  in  all 
three  models. 

Being  a  veteran  in  the  Army  Reserve  component  caused  a  7.4  percent  penalty  in  annual 
income,  but  no  significant  effects  were  noted  in  the  hourly  wage  rate  or  weekly  income 
models.  Army  reservists  with  transferable  occupations  received  earnings  premiums  of 
10. 1, 13,  and  4.4  percent  in  hourly  wages,  weekly  income,  and  yearly  income, 
respectively. 
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Table  22.  OLS  Regressions  (Sample:  Mafe/Armv  Reserve! 

Log  WAGE  _  _ Log  INCWKLY _ Log  INCYRLY 
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Significant  at  .10  level;  **  Significant  at  .05  level;  ***Significant  at  .01  level 


Table  23  presents  the  results  of  the  earnings  models  for  the  Army  National  Guard. 
Black  Guardsmen  earned  7.2  percent  less  annual  income  than  whites,  but  no  differences 
were  noted  in  the  hourly  wage  or  weekly  income  models.  Hispanics  out-earned  whites  and 
blacks  in  hourly  wages  and  weekly  income  receiving  premiums  of  13.4  and  12.5, 
respectively;  no  differences  existed  in  the  yearly  income  model.  Age  created  premiums  of 
6.6,  9.3,  and  14.2  percent  in  hourly  wages,  weekly  income,  and  annual  income, 
respectively.  Age  squared  was  negative  and  significant  in  every  case  indicating  that 
earnings  would  continue  to  rise  with  age,  level  off,  then  decline.  When  compared  to  single 
Guardsmen,  married  members  earned  premiums  of  6.6  and  17.5  percent  in  weekly  and 
yearly  incomes,  respectively,  with  no  effect  on  hourly  wages;  separated  members  earned 
premiums  of  15.3  and  14.9  percent  in  weekly  and  yearly  incomes,  but  no  difference  in 
hourly  wages;  divorced  or  widowed  members  earned  a  premium  of  7.8  percent  in  annual 
income  only,  but  not  differences  were  noted  in  hourly  wages  or  weekly  income. 
Guardsmen  with  children  earned  a  small  premium  in  weekly  income  with  no  differentials 
noted  in  hourly  wages  or  yearly  income.  When  compared  to  non-high  school  graduates, 
all  members  who  had  higher  levels  of  education  experienced  large  earnings  premiums. 
Members  with  "college  plus"  earned  the  highest  premiums. 

All  industry  variables  were  compared  to  manufacturing.  Guardsmen  working  in 
agriculture  and  mining  earned  premiums  of  8.2  and  16  percent  in  hourly  wages  and  weekly 
income,  respectively,  but  no  differences  were  noted  in  the  annual  income  model.  Members 
working  in  the  transportation  industry  received  large  earnings  premiums  of  1 1 .3, 1 1 .5,  and 
15.3  in  hourly  wages,  weekly  income,  and  yearly  income,  respectively.  Trade  workers 
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received  substantial  earnings  penalties  in  all  three  models.  Finance  workers  received  a  9.7 
percent  penalty  in  hourly  wages,  but  no  differences  were  noted  in  the  weekly  or  yearly 
income  models.  No  earnings  differentials  were  observed  for  Guardsmen  working  in 
professional  services.  Members  working  in  the  public  administration  industry  benefited 
the  most,  receiving  earnings  premiums  of  23.9,  21.7,  and  22.8  percent  in  hourly  wages, 
weekly  income,  and  annual  income,  respectively. 

All  occupation  variables  were  compared  to  services.  Guardsmen  who  worked  as 
managers,  technicians,  salesmen,  or  in  the  crafts  all  earned  sizable  premiums  in  all  three 
models;  managers  receiving  the  highest  in  all  three.  Administration  workers  earned 
premiums  of  7.1  and  7.7  in  hourly  wages  and  yearly  income,  respectively,  but  no 
differences  were  notes  in  the  weekly  income  model.  Laborer-type  occupations  provided 
earnings  premiums  in  weekly  and  yearly  incomes,  but  had  no  effect  on  hourly  wages. 
Guardsmen  who  only  worked  in  part-time  jobs  suffered  earnings  penalties  of  7.2,  31.1, 
and  30.2  percent  in  hourly  wages,  weekly  income,  and  yearly  income,  respectively. 

Veterans  in  the  Army  National  Guard  received  earnings  penalties  of  4.3  and  4.7 
percent  in  hourly  wages  and  weekly  income,  respectively;  no  differences  were  noted  in  the 
yearly  income  model.  Members  of  the  National  Guard  with  transferable  occupations 
experienced  no  effects  on  their  income  in  any  of  the  three  earnings  models. 
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Table  23.  OLS  Regressions  (Sample:  Male/Armv  National  Guard 
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Table  24  presents  the  results  of  the  earnings  models  for  the  Naval  Reserve  component. 
When  compared  to  whites  no  earnings  differential  were  noted  for  blacks  or  Hispanics  in 
any  of  the  three  models.  Age  created  large  and  significant  earnings  premiums  of  7.2,  9.6, 
and  12.3  percent  in  hourly  wages,  weekly  income,  and  yearly  income,  respectively  and  the 
age  squared  variable  was  negative  and  significant  in  every  case.  Married  reservists  earned 
substantially  higher  earnings  premiums  than  single  reservists.  No  earnings  differentials 
were  noted  for  separated  reservists  in  any  of  the  models.  Divorced  or  widowed  reservists 
out-earned  single  reservists  by  24.2  and  25.5  percent  in  weekly  and  annual  income, 
respectively.  There  were  no  earning  differentials  in  any  of  the  three  models  for  the  levels 
of  education  or  for  reservists  with  children.  Some  of  these  results  may  be  due  to  the  small 
sample  size  of  about  600  observations. 

All  industry  variables  were  compared  to  manufacturing.  No  earnings  differentials  were 
noted  for  reservists  working  in  the  agriculture  and  mining,  transportation,  financial,  or 
public  administration  industries.  Naval  reservists  working  in  trade  received  earnings 
penalties  of  15  and  28  percent  in  weekly  and  annual  income,  respectively.  Reservists 
working  in  the  professional  services  industry  suffered  penalties  of  16.7  and  21.2  percent  in 
hourly  wages  and  yearly  earnings,  respectively. 

All  occupation  variables  were  compared  to  services.  Managers  received  large  earnings 
premiums  of  23.5,  34.2,  and  25.2  percent  in  hourly  wages,  weekly  income,  and  yearly 
income,  respectively.  Technicians  earned  14.7  percent  higher  hourly  wages  than  service 
workers,  but  no  differences  were  noted  in  the  weekly  and  yearly  income  models.  Working 
in  sales  or  administrative  jobs  had  no  effect  on  any  of  the  earnings  models.  Reservists 
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working  in  craft-related  occupations  experienced  and  earnings  premium  of  17.1  percent  in 
annual  income,  but  no  differentials  were  noted  in  the  hourly  wage  or  weekly  income 
models.  Naval  reservists  working  as  laborers  received  a  13.8  percent  penalty  in  hourly 
wages  with  no  impact  on  weekly  or  yearly  income.  Part-time  workers  experienced  an 
earnings  penalty  of  17.9  percent  in  yearly  income,  but  not  differentials  were  noted  in  the 
hourly  wage  and  weekly  income  models 

Veterans  in  the  Naval  Reserve  experienced  earnings  penalties  of  1 1 .6  and  12. 1  percent 
in  weekly  and  yearly  incomes,  respectively;  no  significant  differential  was  noted  in  the 
hourly  wage  model.  All  Naval  reservists  with  transferable  occupations  received  large 
earnings  premiums  of  18.4,  24. 1,  and  14  percent  in  hourly  wages,  weekly  income,  and 
annual  income,  respectively. 
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Table  24.  OLS  Regressions  (Sample:  Male/Naval  Reserve) 

Log  WAGE  _ Log  INCWKLY _  _ Log  INCYRLY 
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'Significant  at  .10  level;  **  Significant  at  .05  level;  ***Significant  at  .01  level 


Table  25  presents  the  results  of  the  earnings  models  for  the  Air  Force  Reserve 
component.  When  compared  to  white  reservists,  the  were  no  differentials  for  black  or 
Hispanics  in  any  of  the  earnings  models.  Age  had  a  large  positive  effect  on  earnings 
creating  premiums  of  10.7, 12.5,  and  19.1  percent  in  hourly  wages,  weekly  income,  and 
yearly  income,  respectively.  Age  squared  was  negative  and  statistically  significant  in  every 
case.  When  compared  to  single  Air  Force  reservists,  married  and  separated  members 
earned  substantial  premiums  in  all  three  models.  Divorced  or  widowed  reservists  out- 
earned  single  members  by  30.4  percent  in  annual  income;  no  differentials  were  noted  in  the 
hourly  wage  or  weekly  income  models.  Air  Force  reservists  with  children  received 
earning  premiums  of  4.4  and  4.3  percent  in  weekly  and  yearly  incomes,  respectively.  Air 
Force  reservists  with  "some  college"  earned  a  29. 1  percent  premium  in  yearly  income;  in 
all  other  cases  higher  education  was  not  statistically  significant  in  explaining  the  earnings 
differentials  of  Air  Force  reservists. 

Compared  to  manufacturing,  working  in  agriculture  of  mining  had  no  impact  on 
reservists'  earnings.  Air  Force  reservists  working  in  transportation  experienced  earnings 
premiums  of  15. 1  and  20  percent  in  weekly  and  yearly  incomes,  respectively;  no 
differential  was  noted  in  the  hourly  wage  model.  Reservists  working  in  trade  suffered 
penalties  of  19.5  and  28.3  percent  in  hourly  wages  and  weekly  income,  respectively. 
Working  in  the  financial  industry  created  earnings  penalties  of  18.9  and  15.7  percent  in 
weekly  and  annual  incomes,  respectively.  No  earnings  differentials  were  noted  for 
professional  service  workers.  Public  administrative  workers  received  large  premiums  in  all 
three  earnings  models. 
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Compared  to  services  Air  Force  reservists  working  as  managers  earned  premiums  of 
13.8, 18.6,  and  14.3  percent  in  hourly  wages,  weekly  income,  and  yearly  income, 
respectively.  Working  as  technicians,  salesmen,  administrative  employees,  or  laborers 
did  not  impact  the  earnings  of  Air  Force  reservists.  Craft-type  occupations  created 
premiums  of 24.5,  24.3,  and  12.6  percent  in  hourly  wages,  weekly  income,  and  yearly 
income,  respectively.  Reservists  working  in  part-time  jobs  received  severe  earnings 
penalties  in  all  three  models. 

Air  Force  Reserve  veterans  generally  had  a  lower  earnings  than  nonveterans.  Air 
Force  veterans  received  10.5  percent  lower  weekly  income  than  non-veterans,  but  no 
differences  were  noted  in  the  hourly  wage  or  yearly  income  models.  Reservists  with 
transferable  occupations  earned  9.8  and  14  percent  higher  weekly  and  annual  incomes, 
respectively;  no  difference  was  noted  for  hourly  wages. 
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Table  25.  OLS  Regressions  (Sample:  Male/Air  Force  Reserve) 

Log  WAGE _ _ Log  INCWKLY _ Log  INCYRLY 
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Significant  at  .10  level;  **  Significant  at  .05  level;  ‘"Significant  at  .01  level 


Table  26  presents  earnings  models  for  the  Air  National  Guard  component.  When 
compared  to  white  Air  National  Guardsmen,  there  were  no  earnings  differentials  noted  for 
blacks  or  Hispanics  in  any  of  the  three  basic  models.  Age  had  a  large,  positive  effect  on 
earnings  with  premiums  of  8.5, 12.2,  and  16.1  percent  in  hourly  wages,  weekly  income, 
annual  income,  respectively,  and  age  squared  was  negative  in  every  case  indicating  a 
diminishing  effect  of  age  on  reservists'  earnings.  Air  National  Guardsmen  who  were 
married  out-earned  single  members  by  8.8  and  15.3  percent  in  weekly  and  annual  incomes, 
respectively.  There  were  no  earning  differentials  noted  for  members  of  the  Air  National 
Guard  who  were  separated,  or  divorced  or  widowed.  When  compared  to  Air  National 
Guardsmen  who  were  non-high  school  graduates,  there  were  only  two  cases  where  higher 
education  impacted  earnings;  members  who  were  high  school  graduates  or  had  "some 
college"  earned  annual  income  premiums  of  15.9  and  16.3  percent,  respectively. 

Compared  to  manufacturing.  Air  National  Guardsmen  working  in  the  agricultural  and 
mining,  and  finance  industries  experienced  no  earning  differentials  in  any  of  the  models. 
Members  working  in  transportation  received  premiums  of  10  and  13.4  percent  in  hourly 
wages  and  weekly  income,  respectively,  but  no  differences  were  noted  in  yearly  income. 
Trade  workers  received  penalties  of  10, 10.6,  and  13.5  percent  in  hourly  wages,  weekly 
income,  and  yearly  income,  respectively.  Air  National  Guardsmen  working  in  professional 
services  experienced  a  large  penalty  of  18.8  percent  in  yearly  income,  but  no  differences 
were  noted  in  the  hourly  wage  rate  or  weekly  income  models.  Public  administration 
workers  received  substantial  earnings  premiums  of  19.9, 18.6,  and  20.3  percent  in  hourly 
wages,  weekly  income,  and  yearly  income,  respectively. 
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Compared  to  services,  Air  National  Guardsmen  working  as  managers  and  in  craft-type 
jobs  earned  sizable  premiums  in  all  three  models.  Technicians  earned  a  15.7  percent 
premium  in  hourly  wages,  but  no  differentials  were  noted  in  the  weekly  or  yearly  income 
models.  Air  National  Guardsmen  employed  as  salesmen  earned  a  premium  of  15.4  percent 
in  yearly  income  with  no  effect  on  hourly  wages  or  weekly  income.  No  earnings 
differentials  were  noted  for  Air  National  Guardsmen  working  in  administrative  or  laborer- 
type  jobs.  Members  who  only  worked  part-time  experienced  large  penalties  in  hourly 
wages,  weekly  income,  and  annual  income. 

Veteran  status  did  not  affect  the  earnings  of  Air  National  Guardsmen  in  any  of  the 
models.  Members  with  transferable  occupations  received  earnings  premiums  of  1 1 .9  in 
both  weekly  and  yearly  incomes;  but  no  significant  differences  were  noted  in  the  hourly 
wage  rate  model. 
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Table  26.  OLS  Regressions  (Sample:  Male/Air  National  Guard) 

Log  WAGE  Log  INCWKLY  Loq  INCYRLY 
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'Significant  at  .10  level;  **  Significant  at  .05  level;  ***Significant  at  .01  level 


Table  27  presents  the  earnings  models  for  the  Marine  Corps  Reserve  component. 

When  compared  to  white  reservists,  there  were  no  earnings  differentials  noted  in  any  of 
the  models  for  blacks.  Hispanic  earnings  exceeded  whites'  by  11.1  percent  in  weekly 
income,  but  no  differences  were  noted  for  the  hourly  wage  rate  or  yearly  income  models. 
Age  had  a  large,  positive  effect  on  earnings  creating  premiums  of  7.2, 14.6,  and  19.2 
percent  in  hourly  wages,  weekly  income,  and  yearly  income,  respectively.  In  most  cases, 
age  squared  was  negative  and  statistically  significant  indicating  a  diminish  effect  of  age  on 
earnings.  When  compared  to  single  Marine  Corps  reservists,  married  members  earned 
premiums  of  9.8,  13.3,  and  17.6  percent  in  hourly  wages,  weekly  income,  and  yearly 
income,  respectively;  separated  reservists  earned  29.4  percent  higher  annual  incomes;  no 
earning  differentials  were  noted  for  divorced  or  widowed  reservists.  Education  was  not  a 
factor  in  any  of  the  earnings  models.  Again,  this  surprising  result  may  be  due  to  the  small 
sample  of  only  700  or  so  Marine  Corps  reservists. 

Compared  to  manufacturing  working  in  the  agriculture  and  mining,  trade,  and  financial 
industries  had  no  effect  on  reservists'  earnings.  The  transportation  industry  provided 
reservists  with  premiums  of  17.9, 14.2,  and  18.4  percent  in  hourly  wages,  weekly  income, 
and  yearly  income,  respectively.  Reservists  working  in  the  professional  services  received 
earnings  penalties  of  14.3,  16.3,  and  23.4  percent  in  hourly  wages,  weekly  income,  and 
annual  income,  respectively.  Working  in  the  public  administration  industry  provided  large 
earnings  premiums  for  reservists  in  all  three  models. 

All  occupation  variables  were  compared  to  the  base  occupation  services.  Marine  Corps 
reservists  with  careers  in  management  earned  20  and  18.6  percent  higher  weekly  and 
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annual  incomes,  respectively,  but  no  differences  were  noted  in  the  hourly  wage  rate.  No 
earnings  differentials  were  noted  for  Marine  Corps  reservists  who  had  jobs  has 
technicians,  administrative  workers,  or  laborers.  Reservists  working  as  salesmen  earned  a 
premium  of  17.6  percent  in  yearly  income,  with  no  differences  noted  in  hourly  wage  rates 
or  weekly  income.  Working  in  craft-type  occupations  created  premiums  of  14.5  and  20. 1 
percent  in  hourly  wages  and  weekly  income,  respectively;  no  differences  were  noted  in 
yearly  income.  Reservists  only  working  part-time  in  their  civilian  jobs  experienced 
substantial  earnings  penalties  of  24.6, 41.4,  and  44  percent  in  hourly  wages,  weekly 
income,  and  yearly  income,  respectively. 

There  were  no  significant  earnings  differentials  found  in  any  of  the  models  between 
Marine  Corps  veterans  and  nonveterans.  Reservists  with  transferable  occupations  earned 
a  premium  of  13.8  percent  in  yearly  income;  but  no  differences  were  noted  in  the  hourly 
wage  rate  and  weekly  income  models. 
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Table  27.  OLS  Regressions  (Sample:  Male/Marine  Corps  Reserve) 

Log  WAGE _ Log  INCWKLY _ Log  INCYRLY 
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'Significant  at  .10  level;  **  Significant  at  .05  level;  ***Significant  at  .01  level 


D.  SUMMARY 


Veteran  status  had  a  negative  effect  on  the  earnings  for  Army  National  Guardsmen  and 
Army  reservists.  Veterans  with  transferable  occupations  serving  in  the  Army  Reserve 
experienced  earnings  premiums,  but  no  earnings  differences  were  noted  for  Army  National 
Guard  veterans  with  transferable  skills.  Naval  Reserve  veterans  also  experienced  earnings 
penalties;  but  those  with  transferable  occupations  received  large  earnings  premiums.  Air 
Force  Reserve  veterans  experienced  earnings  penalties  with  no  earnings  differences  noted 
for  Air  National  Guard  veterans.  Both  Air  Force  Reserve  and  Air  National  Guard 
veterans  with  transferable  occupations  received  earnings  premiums.  No  earnings 
differentials  were  noted  for  Marine  Corps  Reserve  veterans;  however.  Marine  Corps 
veterans  with  transferable  occupations  did  received  a  premium  in  annual  earnings. 

The  findings  in  this  chapter  vary  slightly  from  those  of  Chapter  IV  where  veterans' 
earnings  were  examined  by  individual  service  branches.  In  Chapter  IV,  Air  Force  and 
Marine  Corps  veterans  benefited  from  military  service;  whereas  in  this  chapter,  Air  Force 
Reserve  veterans'  earnings  were  hurt  by  military  service  with  no  effect  on  Marine  Corps 
Reserve  veterans'  earnings.  Military  service  had  a  neutral  affect  on  Navy  veterans' 
earnings  in  Chapter  IV,  but  had  a  negative  effect  when  Navy  veterans  were  examined  by 
their  reserve  component.  In  all  cases.  Army  veterans  suffered  earnings  penalties  because 
of  military  service.  In  Chapter  IV,  as  in  this  chapter,  skill  transferability  had  a  large  and 
positive  affect  on  all  veterans'  earnings  with  the  exception  of  the  Army.  Army  National 
Guardsmen  were  the  only  group  to  not  benefit  from  military  training,  probably  the  result 
of  possessing  skills  that  were  too  combat-oriented  for  the  private  labor  market. 
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vn.  CONCLUSIONS 


This  thesis  examined  the  effect  of  military  service  on  the  post-service  earnings  of  both 
male  and  female  veterans.  Additionally,  this  research  considered  the  size  of  the  veteran- 
nonveteran  earnings  differentials  based  on  the  reserve  component  in  which  they  served. 

For  male  reservists,  veteran  status  had  an  overall  negative  effect  on  post-service 
earnings.  Miller  (1991)  reached  the  same  conclusion  using  the  1986  RCS  data.  This 
average  effect  appeared  to  be  accounted  for  largely  by  Army  veterans  who  experienced 
the  largest  earnings  penalty.  Similar  conclusions  on  Army  veterans  were  found  by  Hirsch 
and  Mehay  (1997)  using  1986  RCS  data  and  by  Bryant  and  Wilhite  (1990)  using  NLSY 
data.  Navy  and  Air  Force  veterans  experienced  no  earnings  differentials,  and  Marine 
Corps  veterans  received  an  earnings  premium.  Overall,  skill  transferability  had  a  large, 
positive  effect  on  male  veterans'  post-service  earnings.  Specifically,  Navy,  Air  Force,  and 
Marine  Corps  veterans  benefited  from  having  transferable  occupations;  transferability  had 
no  effect  on  the  earnings  of  Army  veterans.  Similar  conclusions  were  reached  by  Bryant 
and  Wilhite  (1990)  who  found  that  service  in  the  Army  depresses  veterans'  wages  and  that 
military  training  had  little  offsetting  effect.  Additionally,  they  found  that  service  in  the 
Navy  and  Marine  Corps  also  depresses  wages  and  only  Navy  training  provided  an 
offsetting  effect.  Bryant  and  Wilhite  also  found  that  service  in  the  Air  Force  had  little 
impact  on  wages,  but  training  received  in  the  Air  Force  had  a  large  positive  effect.  Length 
of  service  was  not  a  factor  in  any  of  the  earnings  models  for  male  veterans. 
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For  female  reservists,  veteran  status  also  had  a  negative  impact  on  their  post-service 
earnings.  A  similar  conclusion  was  reached  by  Mehay  and  Hirsch  (1996).  When  the 
services  were  examined  separately,  female  Navy  veterans  were  the  only  group  to 
experience  an  earnings  penalty  due  to  veteran  status;  no  earnings  differentials  were 
observed  for  female  veterans  in  the  other  services.  The  overall  effect  of  female  veterans 
having  transferable  occupations  was  large  and  positive.  Navy  and  Air  Force  veterans 
working  in  civilian  jobs  similar  to  their  military  occupation  received  large  earnings 
premiums,  while  female  Army  and  Marine  Corps  veterans  with  transferable  occupations 
experienced  no  earnings  differentials.  Length  of  service  was  not  a  factor  in  any  of  the 
earnings  models  for  female  veterans. 

Male  reservists  who  were  black  typically  received  lower  income  than  whites  in  all 
earnings  models.  Male  reservists  who  were  Hispanic  generally  earned  higher  hourly 
wages  and  weekly  income  than  either  whites  or  blacks.  Male  and  female  reservists  who 
were  single  earned  less  than  those  who  were  married,  separated,  and  divorced  or 
widowed.  Age  had  a  positive  effect  on  all  reservists'  earnings.  In  nearly  every  earnings 
model,  there  was  a  positive  relationship  between  education  and  income.  Black  and 
Hispanic  female  reservists  earned  higher  hourly  wages  and  weekly  incomes  than  whites. 
Similar  conclusions  regarding  non- white  and  white  female  veterans  were  reached  in  Mehay 
and  Hirsch  (1996). 

When  considering  the  effect  of  veteran  status  by  reserve  component,  veterans  in  the 
Army  Reserve,  Army  National  Guard,  Naval  Reserve,  and  Air  Force  Reserve  all 
experienced  earnings  penalties.  Veteran  status  had  no  effect  on  the  earnings  of  veterans 
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serving  in  the  Air  National  Guard  or  Marine  Corps  Reserve.  Veterans  from  each  reserve 
component,  with  the  exception  of  the  Army  National  Guard,  received  earnings  premiums 
for  having  transferable  occupations. 

Evidence  from  this  thesis  strongly  supports  the  theory  that  skill  transferability 
improves  veterans'  marketability  in  the  private  labor  market.  Military  service  without 
learning  a  general  skill  appears  to  detract  from  service  members'  human  capital. 

According  to  Bryant  and  Wilhite  (1990),  "military  service  depresses  veterans'  wages  and 
the  longer  one  serves  on  active  duty  the  greater  the  differential  becomes.  On  the  other 
hand,  military  training  increases  wages  and  if  enough  training  is  obtained  an  individual 
could  come  out  ahead."  Evidence  supporting  the  positive  effects  of  transferability  on 
veterans'  earnings  is  found  in  Miller  (1991);  Hirsch  and  Mehay  (1997);  Fredland  and  Little 
(1980);  Mangum  and  Ball  (1989);  Bryant,  Samaranayake,  and  Wilhite  (1993). 

Though  the  military's  function  is  not  to  train  its  members  for  work  in  the  private  sector, 
more  effort  should  be  made  to  ensure  every  training  opportunity  is  provided  to  those  who 
desire  and  qualify  for  it.  This  action  could  achieve  several  objectives.  First,  it  may  attract 
new  entrants  who  are  seeking  education  but  cannot  afford  civilian  tuition  costs.  Second, 
retention  may  improve  if  service  members  are  offered  training  that  is  desirable  or  provides 
a  lifelong  skill.  Finally,  providing  training  to  service  members  could  help  prepare  them  for 
productive  worklifes  after  military  service.  Special  attention  should  be  given  to  Army 
veterans  to  help  better  prepare  them  for  post-military  employment.  To  supplement  their 
normal  training,  soldiers  could  be  granted  early  access  to  Montgomery  GI  Bill  funds  in 
order  to  pursue  a  civilian  education  during  off  duty  time.  This  would  allow  the  Army  to 
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maintain  its  quota  levels  of  combat  MOS's  while  still  providing  soldiers  with  opportunities 
to  acquire  civilian  occupational  skills. 

Finally,  race  is  still  a  major  factor  in  determining  the  earnings  of  veterans.  Though 
large  earnings  differentials  existed  between  the  races,  this  thesis  did  not  attempt  to 
examine  the  specific  reasons  for  the  differences.  As  the  population  of  minorities  continues 
to  grow  in  the  military,  further  research  on  this  topic  is  warranted  and  strongly 
recommended. 
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